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MESSAGE 


The interregnum between the Jaipur Session of the Congress and 
the coming one has been a particularly difficult period both for the 
country as a whole and for the Congress. Our difficulties were 
aggravated by a 22-day conflict with Pakistan and by two successive 
years of drought resulting in near famine and scarcity conditions 
in various parts of the country. These have left an indelible 
impression on our economy. But short-term difficulties should 
not blur the long-term perspective or be allowed to minimise our 
achievements in various sectors of our economy. 

The Fourth General Elewtions have brought to the surface various 
organisational difficulties. Non-Congress Governments in some 
States have discredited themselves by their own actions. The 
question of language threatens to disrupt the unity of the nation, 
it, therefore, needs to be emphasized that the unity of the nation is 
a matter of paramount importance and there can be no two opinions 
about it. Nothing should be done which threatens to disrupt 
national unity. All other considerations should be subordinated to it. 

The potentialities of the Congress as a party of social change 
have not as yet been exhausted. The Congress is a stabilising 
force in the country and because of its national character it alone can 
play that role effectively. Unity within the Congress is a precondition 
for an effective mobilisation of the people for the tasks which lie 
ahead. The coming Session will deliberate on the various problems 
which the country and the party are facing. On their fruitfulness 
depends the future of the country. The Congress must not fail the 
people. It needs to be revitalised so that under its leadership our 
people can take significant strides in the direction of a socialist 
reconstruction of our country. 


K. Kamaraj 
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PRESIDENT-ELECT’S MESSAGE 


We are passing through critical times. The country demands 
the best in us. Congressmen should unite, cooperate and coordinate 
their efforts at building up the economy so as to secure a better and 
fuller life for. the citizen. Towards this end let us all work hard, 
willingly and resolutely. I send my best wishes for the success of the 
publication of the Special Number. 


S. Nijalinoappa 
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N ational inicgration is one of those 
problems for which there is no all- 
time solution. It arises now in one 
context, now in another. We haU 
this problem in an acute form when 
India was struggling for freedom. 
The key to the success of freedom 
struggle lay in incrca-sing national in¬ 
tegration especially when the struggle 
was sought to be conducted on peace¬ 
ful lines. When Gandhiji, to go 
no further back, presented to his 
countrymen a four-fold constructive 
programme its two items were con¬ 
nected with national integration. 
These items were communal unity 
and the removal of untouchability. 
Communal disharmony and untouch¬ 
ability were divisive factors in our 
national life and the forces that were 
ranged against the freedom struggle 
sought to take full advantage of them. 
Gandhiji attained a large measure 
of success in his effort to eradicate 
the curse of untouchability. It was 
a fruitful source of the nation's 
weakness. As for communal har¬ 
mony Gandhiji and the Congress 
under his leadership made a hercu¬ 
lean effort to defeat the evil designs 
of the alien ruling authority. The 
partition of India was in a way the 
final failure of his effort, but it should 
not be interpreted as such. Mass 


education on communal harmony 
svas an essential dement of his strug¬ 
gle not only for political freedom 
but also for a new social order based 
on humane and democratic values. 
This struggle will meet with many 
temporary setbacks but it has to be 
waged all the time so that the social 
values associated with democracy 
are progressively realised. Hence 
the vital and overriding importance 
of communal harmony in present- 
day India. 

Communal harmony is but one 
manifestation of national unity. 
There are other forces at work which, 
if not checked, can weaken the 
fabric of national unity. Not many 
years after we attained freedom we 
decided to reorganise the States of 
India. Linguistic unity was the 
main basis for this reorganisation. 
Linguistic reorganisation we felt 
was a by-product of democratic 
awakening. There was something 
natural and inevitable about it 
especially in the context of certain 
forces released during the days of 
the freedom struggle. There were 
some voices raised against any hasty 
effort to reorganise the linguistic 
map of India. The pressure of the 
various local demands was, however, 
so great that most of us felt tliat till 
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this question was satisfactorily disposed of, popu¬ 
lar energy would continue to be diverted into move¬ 
ments for what was thought a proper linguistic 
state reorganisation. The map of India has been 
redrawn principally on the linguistic basis but we are 
still left with quite a few painful headaches. Apart 
from language there is a demand on other grounds for 
a separate state. The linguistic passion has assumed 
some aggressive and unpleasant forms. A great deal 
of restraint, imagination and foresight is needed to 
meet each new demand. 

Planned development is an absolute and imperative 
necessity for India. This development has been 
attempted in many fields. This is hardly the place to 
enumerate the country’s achievements in economic and 
social fields. The advances we have made, however 
impressive they might otherwise be,arc small in compa¬ 
rison with what needs to be done if India has to be a 
real democracy in which all men and women are 
assured the basic elements of a decent, civilised exis¬ 
tence. This wide gap between what has been achieved 
and what needs to be done has aroused a wide feeling 
ofdissatisfaction. Almost 90 per cent of India’s popu¬ 
lation is in an underprivileged condition. A great 
many of them still sufl’er the pangs of hunger and 
undernutrition. The condition in regard to other 
basic necessities is. still worse. Since democracy is 
at work the party system in India and the general 
election tend to raise popular expectations. Non¬ 
satisfaction of >hcse expectations can be a source of 
disintegration unless people feel assured that the gap 
between the rich and the poor is becoming less and less 
and the poor and the underprivileged arc receiving a 
special measure of attention from all governmental 
authorities. Absence of this feeling can pose a 
threat to democracy and national integration. It is, 
therefore, vital and necessary that quick and effective 
steps are taken to meet the social and economic chal¬ 
lenges. 

It is an important element of the process of planned 
development that all regions receive fair treatment. 
But the logic of industrial development does not make 
this fair treatment easy. This ca«, in the short term, 
lead to many imbalances. These imbalances, if not 
corrected in other ways, can weaken national 
integration. Education, health hygiene, small-scale 


industry and improvement in agriculture arc obvious 
means to correct these imbalances, but these also 
require resources. It is here in the resources position 
of the country that all manner of difficulties arise. It 
is the task of the planning authorities to take into 
account all the various, even conflicting, factors and 
ensure that the resources arc equitably distributed 
without coming in the way of rapid industrial devel¬ 
opment of the country. 

Democracy is not an easy system of government; 
it is in fact the most difficult one since it is in our eyes 
the most advanced and civilised way of life in all 
fields—political, economic, social and cultural. For 
this civilised way of life to be successful, many diff¬ 
icult balances have to be achieved. We cannot have 
democracy if there are few who arc rich and opulent 
and others poverty-stricken without even the bare 
necessities. Nor would democracy be possible if there 
is a similar gap in the field of education: some 
highly educated and the rest in the grip of ignorance. 
Caste is a weaker factor today in our social life but it 
has received a new lease of life in the political field. 
Jt also exerts an unwholesome influence on the 
administration. The unity and integration of the 
country should be safeguarded against all such 
harmful influences. 

Ever since India became free, the Congress has 
laid special stress on the provision of the basic necessi¬ 
ties of life. Once this is done every man and woman 
will have a deep personal stake in the freedom and 
integrity of India. Democracy then would be a living 
reality in his or her life and not an empty word used 
by cunning politicians to get his vote. 

We have many political parties in the country. 
They arc all apparently dedicated to democratic values 
but there arc parties whose loyalty todemocratic values 
is not beyond question. This can be a fruitful source 
of disintegration. Those whose faith in democratic 
values is deep and strong should be able to convey 
it to the people through their public conduct and the 
effective implementation of programmes designed to 
ensure the well-being of the common man. 



January 10,1968 
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S. Nijalingappa—A Profile 


Nearly fifty yonrs ago, a young boy 
was engrossed in reading a book. 
The book moved him deeply; 
it changed the boy as if by a touch 
of magif. The book was Vnek 
Tom's Cahim and the boy was Shri 
Nijalingappa. 

The spark which I'nck Tom's 
Cabin ignited in Shri Nijalingappa’s 
mind soon burst into a flame. The 
spirit of revolt against oppression 
had been aroused, and he became 
susceptible to revolutionary infl¬ 
uences, Tilak, who proclaimed 
“Swaraja is my birthright”, fired 
Shri Nijalingappa’s imagination. 
Gandhiji, a new prophet who had then 
just appeared on the Indian horizon 
exercised a spell on Shri Nijalingappa. 

Young Nijalingappa throve on 
some of the finest politico-literary 
fare of the twenties. He avidly read 
Annie Besant, Gandhiji and Auro- 
bindo. Gandhiji’s The Story of My 
Experiments with Truth and his 
writings in Young India gave a new 
direction to Shri Nijalingappa’s 
thinking. 

A fine product of this dynamic 
political milieu, Shri Nijalingappa 
found himself in the mainstream of 
the freedom movement quite early. 
The boy who had watched the 
Mahatma from a distance developed 
into a young Congressman full of 
idealism, and easily gained admis¬ 
sion to the sanctum sanctorum at 


Sevagram. The association with 
Gandhiji and his political heir, 
Nehru grew in intimacy with the 
passage of years, 

In the twenty years since indepen¬ 
dence much has happened. Gan¬ 
dhiji and Nehru under whose shadow 
Shri Nijalingappa grew up arc no 
more. As one of the persons mainly 
instrumental in the formation of new 
Mysore, he has for two successive 
terms been chosen the Chief Minis¬ 
ter of Mysore. In the political drama 
before independence and the excit¬ 
ing process of constitution making, 
Shri Nijalingappa played an impor¬ 
tant rote. Paradoxical though it 
may seem, Shri Nijalingappa regards 
as his finest hour not the years of 
office, but the years of wilderness. 
He wistfully looks back upon the 
years of the freedom struggle, and 
pines for a bit of the great idealism 
which made heroes of ordinary men. 
A spark of that idealism is his pres¬ 
cription for the ills of indiscipline 
today. 

In the midst of the cares of offices, 
and popular demands on his time 
and energy, Shri Nijalingappa has 
always managed to preserve his 
humanity. He has an incisive, 
analytical mind. Not given to spells 
of brooding or anxious thought, 
Shri Nijalingappa arrives at decisions 
quickly. Age has not touched him 
except to make him a shade mellow. 
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He loves things good and beautiful, and his interest 
in temples is inspired more by their architecture than 
their association with divinity, “I have not thought 
about God,” he says, but daily before retiring to bed 
he has made it a point to read good thoughts of Aur- 
obindo, or something else equally elevating. 

Shri Nijalingappa is an effective speaker, both 
in English and in Kannada, though with characteris¬ 
tic modesty he disclaims being one. His command 
of the spoken idiom in Kannada is refreshing. What 
is the secret of effective speaking? Shri Nijalingappa's 
answer to it is contained in one word: sincerity. 
What is his style? Nijalingappa describes himself 
as an ordinary man, but that speaks of his humility. 
It is a case of the ordinary transformed by a (ouch 
of destiny. 
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VlOO'XHI 


The Klcctions and After 


INDIRA GANDHI 


NtARLY a year has passed since the 
J'oiirlh General Election of onr 
Republic, 

It was ..n election held in condi¬ 
tions of fullest freedom. As far as 
the Congress was concerned it could 
not have been held at a more un- 
propitious time. The economic 
consequences of the war and tlie 
impact of the drought, manifested 
themselves in rising prices and hard¬ 
ships, These could hardly win votes 
for the party in power, yet at no 
time did we entertain any idea of 
postponing it. 

In all democratic elections, the 
electors express the will and majesty 
of the people through their vote. 
The results of last year’s elections, 
as had been foreseen, were not very 
favourable to our party. The opposi¬ 
tion parties, cashing in on the 
people's hardships, interpreted them 
as a vote against the Congress, 
ignoring the fact that in all but one 
State the Congress still polled the 
largest number of votes. 

Congress Does Not Claim the 
Monopoly to Rule 

But the Congress had never claim¬ 
ed the sole right to rule. Where we 
had not won the majority of votes 
we forbore from forming govern¬ 


ments even though we were the 
largest single party. We wanted the 
opposition parties to liavc their 
chance. 

As I said soon after the elections: 
“Democracy implies choice. Choice 
involves allernatives. It is a healthy 
sign that alternatives arc emerging 
and competing.... The Ministries 
wliich have been formed in the 
States arc, regardless of party aflilia- 
tions, full partners with the Centie in 
the exciting enterprise of building 
a new, united, prosperous India 
based on the principles of democ¬ 
racy, secularism, social justice, and 
equality of opportunity. 1 have 
written to my colleagues, the Chief 
Ministers, and have assured them, 
on behalf of the Central Govern¬ 
ment, that they will receive every 
support and cooperation in all 
constructive endeavours. Equally, 
I look forward to their full coopera¬ 
tion. Whatever our differences, I 
know that at heart we all have a 
common interest—the well-being of 
our patient, thoughtful, courageous 
people.” 

Non-Congress Parties Have Failed 

A year later it is dear that the 
non-Congress parties have failed the 
country. Nowhere is the record of 
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noii-Congress governments half as notable as the 
record of Congress when it first took office thirty 
years ago under a statute which gave it little elbow 
room. 

The reason is obvious. The numerous small 
parties lack inner strength, the mass base and long 
schooling in service. They may have agiUitors and 
hot gospellers but they lack the large vision as well 
as well as the constructive talents needed for the 
administi ation of a country facing so many challenges. 
The alliances between parties whose professed objec¬ 
tives arc mutually antagonistic have naturally begun 
to fail the lest, and the people holding them together 
have begun to fall apriit. Unsure of their tenure, 
they have been exploiting the opportunity to further 
their own shorl-tenn interests. 

Unfortunately, some groups and persons have 
made no secret of using the provisions and tolerances 
of theConslitntion to pervert and nullify the Constitu¬ 
tion itself. Tlie nation lias to take careful note of 
those groups and persons who are out to disrupt 
the unity and integrity of the country and subvert 
the national creed of secular democracy and democ¬ 
ratic socialism. 

Spea.king in the name of the Union Government 
and the great and illustrious party which has called 
me to oll'icc, may I repeat, as I have often done in 
the last few nionlhs, that we arc as ready to be in 
oppositioiras to be in power. Wherever a non- 
Congress Stale Government works for the country’s 
unity, the strengthening of democracy and the welfare 
of (he people, we shall continue to olfer it the fullest 
support I'lom the Centre and constructive coopera¬ 
tion within the State Legislature. 

A NUDLfc.SS DtBATE 

A needless debate is sought to be raised on Centre- 
State relations. This question predates the making 
of our Constitution, and was uppermost in the minds 
of the leaders of our national movement. With 
their experience, the framers of our Constitution 
specified how governmental responsibility was to be 
shared between the Centre and the States, and out¬ 
lined ways by which the conflicts incipient in such a 
situation could be prevented and inevitable differences 
resolved. As the organisation instrumental in build¬ 
ing up parliamentary democracy, the Congress is 
eager to uphold the Constitution. Democracy means 
that governments are chosen by the people exercising 
their sovereign will, and that governments so cliosen 
work for the fulfilment of the people’s needs. It also 
means that the people have the opportunity to replace 
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governments peacefully. That is the essence of 
Constitutionalism, and it is an article of faith with 
the Congress. Not only the Congress but all democ¬ 
ratic parlies should be vigilant against threats devel¬ 
oping to the Constitution itself, through violence 
which may be organised either surreptitiously or 
openly. 

There is far too much violence m the air and it 
seems to erupt at the slightest provocation whclhci’ in 
the name of language, region or religion. .Any en¬ 
couragement to violence will shatter the enliie tabiic 
of modern India so carefully built up by the apostle 
of non-violence and his dedicated band of »U^cipies, 
Let us not be swept away by certain oversimphtied 
notions of democracy which seem to have gaineil 
currency. Some suppose the street to be the venue 
for the clash of ideas. This is a, negation of democ¬ 
racy, as indeed of cilvilised behaviour, 

SncuLARiSM An Ariici.e or Laitii with Conoress 

Another essential article of the Congress creed, 
namely secularism also requires eternal vigilance. 
Incidents which have occurred in the last few months 
have shown how rapidly the flames of intolerance 
eaji be fanned by comnuinalists. Although isolated, 
such incidents have psychological repercussions far 
beyond the place of occurrence and bring a bad name 
to the whole country. Regionalism is a malady 
of the same kind. I he utterances and doings of 
ullru-parochiul organisations which seem to hiive 
sprung up show that fantical loyalty to one’s region 
or religion, contravenes the spirit of tolerance which 
is the very basis of social harmony and which has 
been preached by great men throughout our history. 
These spell danger to the unity of our country. Ours 
is a composite society, renowned in history for tole¬ 
rance. Every child of India, in whatever religion or 
caste or language or State he is born, must feel at 
home everywhere in the country. That alone is the 
true test of citizenship of India. 

Responsibility of Party Organisation 

As the new generation lakes over, and the ranks 
of those whose minds and lives were moulded by 
Gandhiji and Jawaharkd Nehai grow thinner, it 
becomes the responsibility of the Party organisation 
to school its own members in the methods of democ¬ 
racy and in the ideals of secularism and non-violence. 
We must have resolute action and unremitting effort 
to educate people in the real meaning of these values 
and their importance to our survival. How can this 
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lx‘ done without wcll-thouglil out tniining prog¬ 
rammes iind perhaps even refresher courses., from 
lime (o time, for all our workers? It means also 
tliat in choosing our members, we have to ensure 
lliut they belie\c in our ideals and our policies and 
feel committed to the same high values. 

be cfleetivc. the Party must have a mass base 
;ind be in dose toe.eh with the thinking, the needs and 
liic tliflicnilics of dilTercnt sections of our people. 
Vet we would he failing in our duty, and \vc would 
be disloytil to our heritage and to the teachings of 
our gretit letulcrs, if we were to allow ourselves to 
be swt pt oir our path by mass hysteria of one kind 
or another. Our actions should not be guided by 
easy popularity, but by what wo consider to be in the 
national intcie.sl. We can have no greater function than 


to preserve India’s unity and democratic structure. 

The year that has just ended, has been one of 
uncertainty and of changes unparalleled since in¬ 
dependence. Yet we faced our tribulations with- 
courage and determination, and I think it was 
demonstrated that the Congress alone can safeguard 
the country’s well-being, its democratic institutions, 
its secularism and its progress. The parly will gain 
in strength in the metisure it goes to the people, lakes 
them into confidence, and explains to them patiently 
the various issues of our domestic and foreign policies. 
A new year has begun. Let the organisation weed 
out its weaknesses, let it strengthen and modernise 
itself in its functioning to meet the tremendous 
challenges of our times. Let us face the future with 
confidence and hope. 
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Tasks Before Congressmen 

K. KAMARAJ 


The l niirtli Cioncnil Flfclion results 
l)!i\c iindt lined llio need for rcoiicn- 
tntion and rethinking on matters of 
orj?anisation and policy with a view 
to rejuvenate the Congress. The 
beginnings of such a reappraisal have 
already been made at the highest 
level within the party. The tasks can 
be formulated only in the conlexl 
of a given situation and cannot he 
discussed in isolation from it. 

PARtv Unity- A Matter ot 
PARAMorNT Importance 

The Congress has to function under 
changed circumstances whose essen¬ 
tials are that it has a reduced major¬ 
ity at the Centre and that non- 
Congress governments are in power 
in a number of Slates. It is impor¬ 
tant to remember that in the months 
following the Fourth General Elec¬ 
tion, the situation has not stabilised. 
It is fluid and is changing almost 
daily. It is in this highly volatile 
situation that Congress has to func¬ 
tion. It is a situation to which the 
Congress has not been accustomed 
during the last 20 years. At such a 
time the unity of the Party has 
become a matter of paramount 
importance. It is unavoidable that 
in an organisation so vast as the 


Congress, there should be diflcrcnces 
of I'pinion even on matters of policy. 
BuL there is ample scope for these 
diflicullics to be ironed out within 
the Party itself at various organisa¬ 
tional levels. Public controv ersy on 
matters of policy shc-uld be avoided 
in the interest of the organisation. 
Further, unity within the Party is 
necessary if the Conyress is to func¬ 
tion as an integrative force, which 
it lias been, within the country. The 
Congress must strive i'or greater 
ideological and programmatic unity 
on the basis of free and frank 
discussions of policy issues within 
the Party. 

The ideology of the Congress has 
been broadly summed up as ‘de¬ 
mocratic socialism'. It means many 
things to many people. It is at once 
a source of strength and weakness: 
strength in the sense that it helps to 
bring into the Party a wide strata of 
our people; weakness because it 
hampers our capacity for action in 
a given situation because of conflic¬ 
ting intcrpretjitions. It is necessary 
to define our ideology more clearly 
and sharply. But this docs not mean 
that persons who hold to slightly 
different interpretations should be 
asked to leave the Party. 
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Relationship between Organizational and 

Parliamentary Wings 

Another question which very often puzzles Cong¬ 
ressmen is that of the relationship between the organi¬ 
sational and governmental wings of the Party. The 
question has been brought into a sharp focus as a 
result of the election reverses which the Party has 
suffered. The failure has been the failure of the Party 
as a whole and not of this or that wing. Nor has it 
been a failure of the leadership alone. Sometime 
the question of relationship between the two wings 
of the Party is wrongly posed: who is supreme the 
Party or the Government? Clearly this by itself is 
a loaded question. It is important to remember 
that both are parts of the same organisation, that 
none is omnipotent and that each has its sphere of 
work carved out for itself and each is supreme in 
that sphere. Here it is necessary to sound a note of 
caution regarding introduction of extraneous compa¬ 
risons. Neither the Conservative Party nor the 
Labour Party, nor for that matter any other party in 
the world, can provide a suitable model. The ans¬ 
wer can be given only on the basis of concrete cir¬ 
cumstances prevailing in the Indian context which 
must take into consideration the historical circums¬ 
tances under which the Congress originated and fun¬ 
ctioned. The Congress is a revolutionary organisa¬ 
tion and revolutionary organisations have sought to 
use the governmental machinery as an instrument 
for affecting social change. Its highest organs must 
lay down the broad framework on policy matters 
while allowing the details to be filled in by the Govern¬ 
ment. The organisation should not interfere in day 
to day administration. Periodically, the government 
must be called to account by the Party and the 
government’s performance evaluated in the light of 
broad policy dir«;tives given to it by the Party. The 
important thing to realise is that there is no conflict 
between the organisational and governmental wings. 
It is also the task of the organisation to give fresh 
directives as new conditions «nerge. 

Cadre-based Party 

A related question is the one of making the Cong¬ 
ress a ‘cadre based’ party. The suggestion is worth 
considering but its implications should be examined. 
It would involve setting up of a wide network for 
the education of the cadres if they are to become really 
effective. It would imply a stronger but a smaller 
party. The present mass base of the Congress 
would be jettisoned. It would involve a certain 


amount of regimentation and indoctrination which 
is inseparable from a cadre-based party. Is this more 
desirable than the existing setup? 

Non-Congress Governments Tested and Found 
Wanting 

The outcome of the general election has been the 
installation into power of non-Congress governments 
in some States. It is not necessary for Congressmen 
to go about toppling these governments. They will 
fall with the weight of their own internal contradic¬ 
tions. Three of them have already fallen. The 
period of nine months since these governments have 
come into power has demonstrated to the people the 
utter incompetence of these non-Congress govern¬ 
ments. They have not been able to solve a single 
problem facing the people in their States. Some of 
them have vitiated the political atmosphere in the 
country through unethical behaviour. It is for the 
Congressmen to demonstrate to the people in the 
States where non-Congress governments are function¬ 
ing, the hollowness of the claims made by these govern¬ 
ments and to point out how miserable has been their 
failure. The experience which the country has had 
as a result of coming into power of non-Congress 
governments will also demonstrate the necessity of 
strengthening the Congress as a stabilising factor in 
the country. Peace and stability are the very things 
which non-Congress governments have been unable 
to provide. They have been tested and found wanting. 

Some Immediate Problems 

Coming to some of the immediate problems fac¬ 
ing the country we find that food is the single most 
important one. There arc reports of a bumper har¬ 
vest. That is all to the good. It will not only mean 
more food but will also enable the country to come 
out of the industrial recession since more industrial 
raw materials would be available. It should also 
help to stabilise prices. But it must not be forgotten 
that one bumper harvest does not make an 
agrarian revolution and it is agrarian revolution 
which we are aiming at. Its kingpin is land reforms. 
It would be a good idea if a fresh look at the question 
of land reforms is taken both at the organisational 
and at the governmental level to see what can be done 
immediately. A bumper harvest also does not 
automatically mean a bigger marketable surplus. It 
is a paradox of our economic development that with 
increasing agricultural output there has been a 
diminishing marketable surplus. It would be necessary 
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to see that of what is brought to the market a Congress has a historic mission to fulfil. This is the 

large chunk is procured by the government and is socialist reconstruction of our country. The Cong- 

not allowed to be cornered by middlemen and tra- ress alone is capable of doing it. Other parties have 

ders Procurement and setting up of buffer stocks failed the test. If the Congress can maintain it? 

are a necessity if a repetition of the harrowing expe- unity and extend its mass base it can bring about the 
rience of the past two years of drought is to be avoi- desired changes. How sho^d Congressmen go about 

ded In this too Congressmen can play a vital role, their tasks? The Ten-point Programme and the 

The peasant must be persuaded to part with the Resolution on Organisation adopted at the Delhi 
harvest and to bring the maximum stock to the market AiCC provide the answer, 
the bulk of which must find its way into the hands of 
cooperatives and government agencies. 


Communal Harmony 

The forces of communalism and parochialism 
are making concerted efforts to raise their ugly heads 
threatening the unity of the nation. The Jabalpur 
AICC underlined these dangers and exhorted Cong¬ 
ressmen to strivetheirutmost to fight against these dis¬ 
ruptive tendenciesand to work for communal harmony. 

Implementing the Ten-point Programme 

The AICC which met at Delhi, soon after the 
Fourth General Election, adopted the Ten-point 
Programme. It is a radical programme which in¬ 
cludes among other things the social control of banks, 
nationalisation of general insurance, abolition of 
privy purses and privileges of the princes and the 
provision of minimum necessities of life to the people 
by 1975. The programme frightened the vested inter- 
rests in the country who spread the canard that the 
programme would be dropped. The canard was 
given a lie to at Jabalpur where both the Prime Minis¬ 
ter and the Deputy Prime Minister declared that not 
only has the programme not been given up but also 
that it would not be given up and that the Govern¬ 
ment was fully committed to implement it. The 
assurance must gladden the hearts of all progressive 
elements in the country while causing heart burning 
among the vested interests. At Jabalpur were also 
outlined the concrete measures which the Govern¬ 
ment proposed to take to implement the Ten-point 
Programme. It is an eminently sensible and practical 
programme which if implemented will take the country 
forward. The Ten-point Programme does not exhaust 
the entire field of Congress activity. It is only a plan 
for immediate action. It is for Congressmen to 
popularise the plan among the masses. 

The Congress is a great stabilising force in our 
country. Its potentialities as a party of revolution 
and social change have not yet been exhausted. In 
fact, they have not even ^cn fuUy tapped. The 
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acquired the ability to design, 
fabricate and erect its own 
plants without foreign 
assistance that it will have 
become a truly advanced and 
industrialised country” 

—Jawaharlal Nehru 
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Current Economic Situation 
in Perspective 

MORARJI DESAI 

The economic difficulties through 
which the country has passed in the 
last two years have sometimes ten¬ 
ded to blirr one’s view of the prog¬ 
ress the country has made since 
planning began and of the signif¬ 
icant growth orientation of the 
economy. 

Manysided Progress 

The country has made manysided 
progress since planned economic- 
development started about seventeen 
years ago. Economic and social 
stagnation of the past has given way 
to a process of hopeful change. 
Notwithstanding occasional set¬ 
backs, one can discern a strong 
impulse of growth in the economy. 
The winds of modernism are blow¬ 
ing strong even over our rural sector. 
There is increasing demand for 
fertilizers, pesticides, improved 
varieties of seed, power for irrigation 
and other inputs that go to increase 
agricultural productivity. The indus¬ 
trial structure of the economy 
has been greatly strengthened with 
the development of many key 

... ... industries, .which were non-existent 

only a decade ago. Education and 
medical facilities are reaching more 
people today than at any other time 
in the past. 


During the First Plan period 
(1951-56), national income in real 
terms rose by about 18 per cent; it 
showed a further rise of about 21 
per cent during the Second Plan 
period (1956-61). Progress during 
the Third Plan period wiis uneven 
due io a number of reasons. The 
major factor was adverse weather 
conditions in three out of five years. 
There was the additional strain 
imposed on the economy by the two 
wars forced upon the country. Scarce 
resources had to be diverted from 
development to defence purposes. 
Even so, national income during 
the Third Plan period increased by 
about 15 per cent. During 1966-67, 
national income rose by 1.7 per 
cent as against a fall of 4.8 per cent 
in 1965-66. In the current year, 
i.e. 1967-68, the rise in national 
income is expected to be of the 
order of about 10 per cent. 

In the agricultural sector, where 
progress has been uneven, the av¬ 
erage rate of growth was about 3 
per cent per annum between 1950- 
51 and 1964-65. This compares 
favourably with an increase of Iras 
than one^lf of one per cent in the 
decades prior to planning. The out¬ 
put of foodgrains increased from 
55 million tonnes in 1950-51 to 89 
million tonnes in 1964-65. Produc- 
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tion suffered a decline during 196S-66 and 1966*67 
due to bad weather conditions over large parts of 
the country. In the current year, thanks to 
favotu-able weather conditions and the potential built 
by the country over the years, the output of food- 
grains is expected to be in the region of 92-95 million 
tonnes as against 75 million tonnes in 1966-67. 

Since planning began the area under irrigation 
increased by nearly 60 per cent, while the input of 
nitrogenous fertilizers went up from 56,000 tonnes 
in terms of nitrogen in 1950-51 to 600,000 tonnes in 
1965-66 and further to 950,000 tonnes in 1966-67. 
Fertilizer availability in 1967-68 is put around 1.3 
million tonnes. The country’s production of statio¬ 
nary diesel engines used by agriculturists, went up 
from 5,500 in 1950-51 to 93,400 in 1965-66 and further 
to 112,200 in 1966-67. In addition to providing the 
requisite inputs, the farmer has been provided with 
increased credit facilities. Also price-relations bet¬ 
ween agricultural and non-agricuitural commodities 
have turned in favour of the farm sector. 

The country’s most significant achievement has 
been in the field of industry. The index of industrial 
production (1956-100) has gone up frt ni 74 in 1951 
to 192 in 1966, an increase of 159 per cent over 15 
years. The countiy’s industrial structure has been 
greatly diversified. Impressive gains luve been 
made in the output of basic industries like steel, coal, 
aluminium, t;hemicals, fertilizers, engineering and 
petroleum products. The country has made striking 
advances in the field of machine making in which 
the public sector is playing a major role since the 
beginning of the second plan. The country is today 
in a position to make the bulk of textile machinery, 
sugar plant, certain types of machine tools, diesel 
and electric locomotives in addition to steam loc¬ 
omotives, railway wagons and coaches, electric motors, 
generators and pumps and many other capital goods. 
Progress in this field has greatly increased the country’s 
self-reliance. Fifteen years ago, the country pro¬ 
duced only about one-fifth of its machinery require¬ 
ments, today it meets nearly three-fifths of its require¬ 
ments from domestic production. 

The present slow down in the rate of growth of 
industrial production has been brought about by a 
number of factors. The setback in farm output 
reduced the supply of industrial materials and the 
effective demand for manufactured consumer goods. 
Also, during the last three years the level of invest¬ 
ment in the economy has not increased. Today 
considerable industrial capacity is not being fully 
utilised. The primary task before the country is 
to fully utilise existing capacity, generate a cost con¬ 


sciousness in the economy so that what is produced 
is sold at competitive prices and to look for all available 
opportunities of producing efficiently within 
the country what is currently being imported. The 
good agricultural crop this year, augurs well for re¬ 
capturing the momentum of economic growth which 
has been lost as a result of two successive bad 
agricultural seasons. 

Measures to Revive the Economy 

While attempting to give a push to the economy, 
it is important to remember the need to maintain 
an environment of price stability. Economic ex¬ 
pansion cannot have a secure basis unless it is financ- . 
ed by genuine savings. Every effort must be made 
in both public and private sectors for the mobiliza¬ 
tion of savings. Both Central and State Governments 
have invested large sums of money in public enter¬ 
prises. It is of the utmost importance to ensure 
smooth and efficient working of these enterprises and 
to generate surpluses for further development. The 
need for efficient working of private enterprises is no 
less. This calls for cooperation from all sections of 
the population and a dedication to hard and discip¬ 
lined work. It is only in this way that we can build 
a new and prosperous India. 

A sizable portion of investment in the economy 
is financed by foreign resources. This dependence 
on foreign aid must be reduced as quickly as possible. 
The climate for foreign aid is by no means favourable. 
Donor countries have their budgetary and balance 
of payments difficulties. In agriculture, the country 
has already adopted a vigorous programme of devel¬ 
opment which is showing results and before long the 
stage of self-sufficiency in foodgrains and other ag¬ 
ricultural crops should be reached. The same process 
has to be extended to other sectors of the economy. 
Our imports have to be financed by exports and ex¬ 
ports can be increased as measures are taken to imp¬ 
rove efficiency and competitiveness, 

While temporary difficulties during the past two 
years have forced the country to slow down the pace 
of developmental efforts, one should not lose sight 
of the long-term objective, nor ignore the significant 
growth orientation that has taken place in the struc¬ 
ture of the economy as a result of planned efforts. 
There is no doubt that the country ha.s made substan- 
tisd progress since planning began. The next ten 
years or so will mark a decisive step for the economy 
on the road to self-rliance. The present emphasis 
on increasing agricultural output, on import substi¬ 
tution and export promotion and the policy to curb 
the growth of population will further strengthen the 
economy in the years to come. 
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Leadership in a New Age 

U. N. DHEBAR 

Chairman, Kludi and Village Industries Commission 


Pandit Jawaharlal Nehru’s great 
merit as a leader of men lay in his 
vision—bis perspective. He had his 
eyes constantly upon the current of 
human history whatever the immed¬ 
iate tasks that took up his time. 
Reacting to the oft repeated question 
•After Nehru Who’ ? his reply used 
to be the ‘People’. 

With science and technology mak¬ 
ing such rapid strides he was con¬ 
vinced that human beings can no 
longer be kept away from freedom 
of thought and action for long. 
A democratic setup was the only 
practical political setup whatever 
the form or its expression might be. 
He was prepared to take the ri.sks 
involved in evolving such a setup 
with the assistance of 150 million 
adult voters three-fourths of whom 
were illiterate while almost all of 
them little understood the implica¬ 
tions of such a setup. Jawaharlal 
Nehru alone, next to Gandhiji, 
could have taken such a risk. 

Thb Aoe of the Common Man Has 
Dawned 

For seventeen years he ran the 
vast machine of the world’s largest 
democracy. He could do this because 
the basis of his communication 


with the masses was his immense 
trust in them and his faith in the 
ultimate wisdom of the course he 
advocated. He had some idea of the 
inadequacy of the masses for the 
great tasks facing them and also the 
possible resistance from the masses 
to the changes needed in the socio¬ 
economic structure of India. But 
he was clear that, this inadequacy 
and resistance not withstanding, his¬ 
tory would fulRl itself. What was 
special with him was that he was 
convinced that the fulfilment ol 
history, if it was to be true to its 
content, could only be through the 
people. Gandhiji and Panditji differed 
on many matters. But on this issue 
they felt the same way: Gandhiji 
going a step further that such a ful¬ 
filment could only come through 
truth and non-violence. Both also 
realised that the age of barons had 
ended not only in the field of feuda¬ 
lism but in the field of economy and 
politics; that the age of the select 
was over, and the age of the com¬ 
mon man had begun. 

Post-war history has posed one 
challenge to the people of the world. 
The age of the stalwarts has ended and 
is disappearing. If we were to exam¬ 
ine this truth in relation to Britain, 
the impact that Churchill could 
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produce no other Prime Minister (shince Churchill’s 
retirement as the Prime Minister of U.K.) has been 
able to make. Similarly in the United States, no 
President since Roosevelt has made the same impact 
that Roosevelt made on America and the world. 
Stalin was not followed by another Stalin. Mao is 
limping because he is staying beyond his time. India 
had the good fortune to have a galaxy of leaders. 
Panditji was perhaps the last of the stalwarts. Vino- 
baji hit the nail when on Panditji’s death he said that 
the age of the gan or the common man had set in. 

This need not frighten us. This is nature’s way 
of helping the process of growth. After a period of 
sweeping changes through the instrumentality of 
extraordinary men always comes a period of detailed 
functioning to be again followed by a period of leader¬ 
ship by the stalwarts. Roosevelt gave the U.S.A. the 
New Deal, a booming economy, a highly developed 
and complicated industrial military complex as he 
gave to the world a helping hand to defeat Hitlerism 
and Fascism. But it was left to 'Truman to iron out 
the problems of post-war economy and peace. They 
were not easy problems nor were they spectacular. 
Churchill fought the war as only a Briton with his 
doggedness could light; it was left however to Atlee 
to save Britain from the burden of a ruined empire 
and to Macmillan to build up a new economy. 

DufXKiNG Styles of Leadership 

What Panditji gave us is something that can be 
appreciated in its fulness only when this aspect of 
history is borne in mind. He generated in us a con¬ 
fidence in a Government depending upon the free 
choice and free will of the people. He gave us a vision 
of a new dynamic world built on the foundations of 
science and technology. The new places of pilgrim 
ages which came into existence in the seventeen 
years of his reign bear witness to the vast canvas on 
which his mind was drawing up the new chart of 
India’s destiny. He gave us a concept of planned 
development in a democratic setup and the world a 
philosophy of non-alligned dynamic international 
relationship based on the concept of Panch Sheel. 

Shastriji who followed was, however, cast in a 
different mould. He was a person without any comp¬ 
lexes. He did not arrogate to himself any special 
superiority. He came to the office as a common man’s 
servant. He consecrated it with values of coopera¬ 
tive effort. No wonder his first step was to bring 
round the Chief Ministws in the States to his side 
and second, to win over the confidence and trust of 
the considerate among the opposition. 

Lai fiahadruji inaugurate the age of the com¬ 


mon man. He enabled us to think about our¬ 
selves in the context of the new age of common men 
and common women. He did give us a steadying 
hand; but simultaneously he gave us an opportunity 
to expose ourselves to the risk which in Panditji’s 
lime we felt it was his concern to save us from. Lai 
Bahadurji brought home to us that the whole universe 
was our home but as the nearest neighbours we should 
have tolerable friendly relations with Pakistan, Nepal, 
Afghanistan, Burma and Ceylon. He himself went 
to those places or sent Shri Swaran Singh, another 
man who is similarly constituted, to others. Settle¬ 
ment of Cutch fitted in that picture. President 
Ayub with considerable military background but 
little historical sense took it as evidence of weak¬ 
ness. Shastriji's instantaneous reaction to Pakistani 
aggression and the Tashkent agreement were the 
outcome of his sense of proportion. He died bequeath¬ 
ing a trust that in the new age an humble, modest, 
sincere, devoted and pure but ordinary man was as 
much of an asset as the stalwarts. Youth under Smt. 
Indira Gandhi Youth is now at the helm to further 
the age of the common man. 

Nf.w Era Demands New Adjusiments 

I do not say this in disparagement of leadership. 

1 am touching upon the trend of politics which 
Indians will have to understand whether they arc on 
the side of the Congress or on the other side if they 
want to advance. This phenomenon is not confided 
to India. It is a world phenomenon. We have to un¬ 
derstand that we have entered a new era and must be 
ready to adjust our thinking to the needs of that era. 

The first adjustment that is needed is to lend 
voluntary support to the new leadership. Panditji 
extracted support whether we were inclined that 
way or not simply because of liise extraordinary will 
and personality. In the new age, we shall have to 
lend support out of consciousness of duly and we must 
learn this art of rendering conscious support. It is 
now a full-fledged common man’s Government 
depending for its existence on the understanding and 
support of the common men and common women. 
We ourselves have to act as bridges of understanding at 
ail points or at least we must not become responsible 
for increasing the distances. It is upon the united 
action of people holding divergent views that democ¬ 
racy can sustain itself. 

We who arc outside can ill-afford to play the role 
of bystanders or running commcnlators. We are 
participants in the ordeal on whose active cooperation 
and support depends not only our own future but 
also the future of those who will succeed us. We have 
a stake not only as far as we are concerned but a 
much bigger stake in as much as our posterity is also 
concerned. We owe a responsibility to study 
the problems in their deeper fwrspective. We owe 
a responsibility to participate in their solution on 
the basis of collective wisdom and not derive satis¬ 
faction by suggesting solutions for someone else to 
implement. 
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Indian Industrial Development- 
Some Special Features 

FAKHRUDDIN ALl AHMED 

Minister of Industrial Development and Company Affairs 


OvF.R the last two decades, India has 
made considerable progress towards 
building up an industrial economy 
through a process of planned devel¬ 
opment. The basic objective of 
this development is to raise the stan¬ 
dard of living of the people. It has 
been recognised that a diversified 
and modern industrial structure is 
one of the essential prerequisites 
for achieving this objective. Accord¬ 
ingly an industrial policy which 
seeks to harness both the public and 
the private sectors for industrial 
development has been adopted. Spe¬ 
cial institutions have been evolved 
to cater to the requirements of 
finance by industry. The educa¬ 
tional system has become more and 
more production-oriented. Industrial 
research has been encouraged 
through national laboratories and 
other research institutions. Efforts 
have been made to attract foreign 
capital and technical know-how in 
certain selected sectors by providing 
suitable incentives. 

Substantial Success 

A substantial measure of success 
has attended these efforts. The net 
national output at constant prices 


increased from Rs. 9,100 crores in 
1951-52 to 14,490 crores in 1965-66. 
The index of industrial production 
(1956—100) rose from 73.5 in 1951- 
52 to 193.4 in 1966-67. Employ¬ 
ment in factories rose from 2.9 
million in 1951 to 4.3 million at 
the end of 1965-1966. Paid-up 
capital of Joint Stock Companies 
increased from Rs. 856 crores in 
1951-52 to Rs. 2565crores in 1964-65. 
Substantia] increases have also taken 
place in the output of several basic 
commodities. The output of coal, 
for instance, increased from 35 
million tonnes in 1951 to 71 million 
tonnes in 1966-67; of cotton cloth 
in the mill sector from 3727 million 
metres to 4203 million metres; of 
iron ore from 3.7 million tonnes 
to 19.3 million tonnes; of finished 
steel from l.l million tonnes to 4.4 
million tonnes; and of cement from 
3.2 million tonnes to 11.1 million 
tonnes. 

Available figures regarding domes¬ 
tic offtake also show a steady 
increase. As a result of increase in 
incomes, domestic consumption of 
several consumer articles has gone 
up substantially. The consumption 
of bicycles, for instance, has doubled 
while that of electric fans has shown 
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a three fold increase. Similar increases have resulted 
in other consumer articles such as cotton cloth, paper 
and paper board and sewing machines. Side by 
side, the domestic offtake of several intermediate 
products such as aluminium, caustic soda, fertilisers, 
rubber tyres and tubes and staple fibre has also 
increased perceptibly, which indicates a substantial 
increase in the production of the end-products. 

The increase in steel output has provided the ne¬ 
cessary stimulus for the establishment and expansion 
of a large number of engineering industries. Not 
only small items such as razor blades and screws 
but also complex items such as radial drills, textile 
machinery, automobiles, and heavy earth moving 
equipment arc being produced in the country today. 
Tn addition to nitrogenous fertilisers, several potassic 
fertilisers have been developed. Twenty years ago the 
output of dyestuffs and drugs in the country was neg¬ 
ligible. Now there are several factories produc¬ 
ing dyestuffs in substantial quantities, and the drugs 
industry has developed fast. The supplies of cotton 
and jute textiles have been supplemented by the out¬ 
put of a well-established rayon industry. Manu¬ 
facture of specialised fibres such as nylon and tery- 
lene has also been established. Machinery items 
such as cotton textile machinery and jute processing 
machinery are well developed; while machine tools 
produced in this country can stand favourable in compa¬ 
rison with those manufactured in advanced countries 
of the west. Several of the engineering products 
like sewing machines and bicycles are being exported 
to foreign markets. There has also been a signif¬ 
icant diversification of the industrial structure. Com¬ 
paratively large expansions have taken place in the 
manufacture of new items such as sulphuric acid, 
pesticides, insecticides, aluminium, copper, diesel 
engines, machine tools, sewing machines, auto¬ 
mobiles and bicycles. 

Despite a slowing down in the rate of industrial 
growth during the last two years owing to factors 
such as successive droughts, there is no denying the 
fact that Indian industry ha* made rapid progress 
and is poised for a take off into the next phase of 
growth. The exploration of new oil fields, for 
instance, has opened up vast possibilities for the 
development of a modern petrochemical industry. 
Similarly the increase in fertiliser output will help 
augment agricultural output, particularly of those 
commodities which provide raw materials for industry 
such as oilseeds, sugarcane and cotton. The large 
expansion in the output of machinery and machine 
tools will not only save foreign exchange but will 
stimulate the growth of a host of other industries. 
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So much of growth has been packed into so short 
a space of time that inevitably some problems have 
arisen. In this brief article, I propose to touch upon 
some of the more important of these problems, their 
causes and what can be done to tackle them. 

Developing Industries which Will A.ssist 
Agriculture 

India has an enormous population which is swell¬ 
ing at a rapid rate. It is true that food output has 
not been able to keep pace with this population growth 
with the result that wc arc forced to depend to some 
extent on imports of food. In view of this it has 
been argued by some that the entire resources of the 
country should be mobilised to increase food prod- • 
action and that industrial development should only 
be taken up later in the sequence of priorities. There 
can, of course, be no question that national food 
production has to be assigned overriding priority. 
At the same time the concrete steps which have to be 
taken to augment food production have to be studied 
and planned in depth. It is important to note that 
the soil in some parts of the country is poor and in 
many others it has been worked upon for centuries. 
Therefore, unless it is enriched with modem manures, 
it will not be possible to secure a higher output from 
it. Furthermore, the methods of agriculture adopted 
in this country arc relatively backward. These have 
to be improved and modernised through the use of 
farm equipment, tools and machinery. In addition, 
dependence solely on agriculture for sustenance 
has reduced the income of the rural population to 
marginal levels. This has to be stepped up substan¬ 
tially before any surplus is available for diversion 
to improved methods of agriculture. It is in achiev¬ 
ing this objective that industry can come to the succour 
of agriculture. The manufacture of farm equipment, 
tools and agricultural machinery will provide the 
necessary stimulus for agricultural development. 
The per capita income of the rural population needs 
to be raised by providing new and lucrative additional 
sources of employment in the industrial sector so 
that the necessary financial resources will be available 
for agricultural improvement. For these and other 
reasons a significant proportion of the country’s 
resources will have to be deployed on industrial 
development, particularly on the manufacture of those 
products which would go to assist the development 
of agriculture, such as fertilisers, farm equipment, 
insecticides and pesticides. 

I 

Developing Machine-Building Capacity 
Having launched a programme of industrial devel- 
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opment, we decided that a variety of goods ranging 
from simple consumer articles to heavy machinery 
should be manufactured in the country. The ques¬ 
tion has sometimes been asked whether in view of the 
paucity of technical know-how skilled labour and 
financial resources at the beginning of the Plan period, 
it would not have been prudent to have confined 
ourselves to the manufacture of simple consumer 
goods only. A close look would, however, make us 
realise that such a limited programme would have 
defeated the ultimate objective. There are, no doubt, 
certain traditional items Tike handloom textiles, which 
could be tfevcloped without the assistance of highly 
specialised machinery. But the manufacture of even 
simple consumer goods in the engineering and chemi¬ 
cal fields such as for instance, bicycles or sewing 
machines or soaps, requires specialised machinery. 
For ensuring higher standards of living to the people 
it was necessary to provide for the manufacture of 
several of these consumer goods. It has obviously 
necessitated the deployment of modern machinery in 
a wide sector of industry. This machinery could 
be obtained either through imports or from indigenous 
manufacture. Since the domestic machine making 
industry had not sufficiently developed we decided 
to undertake the manufacture of indigenous machinery 
in gradual stages and during the process to supple¬ 
ment our needs from imports. It is true that our 
import bill has been rising from year to year. For 
instance, in the case of steel, although domestic out¬ 
put has increased nearly five-fold during the last 
15 years, imports of steel have also doubled. Imports 
of various raw materials and capital goods have also 
risen despite significant increases in domestic out¬ 
put. 

Thu Need for Import Substitution 

It is sometimes asked whether it w'as a wise policy 
to have undertaken the manufacture of a large variety 
of goods even when their manufacture required 
substantial imports. Even when our domestic output 
has increased, as in the case of steel and machinery, 
imports have also risen which shows the growing 
absorbing capacity of the Indian economy. In the 
absence of a manufacturing programme ranging over 
a wide field, the import bill would have been still 
larger. It needs to be emphasised that the ultimate 
object is to reduce to the minimum, dependence on 
imports by stepping up indigenous production. In 
most of the phased manufacturing programmes which 
we have undertaken as for instance in automobiles, 
drugs, bicycles, chemicals etc., the import content 
is being reduced as rapidly as circumstances permit. 


In the initial stages of industrial development 
it was inevitable that we had to depend upon imports 
for capital equipment and several of the raw materials 
which were in short supply. The ultimate objectiye 
being the achievement of self-reliance with due 
regard to costs involved, vigorous efforts had to be 
made to substitute imports with domestic products 
in stages. Available figures indicate that in several 
consumer and intermediate products the share of 
domestic production in the total domestic offtake 
has steadily increased. Thus for instance during 
the decade between 1956-57 and 1966-67 alone, it 
has almost trebled in the case of aluminium and rayon 
viscose yarn. Other intermediate products such as 
caustic soda, bleaching powder, soda ash and natural 
rubber and consumer articles such as bicycles, paper 
and paper board and sewing machics have also 
recorded increases in varying degrees. 

The devaluation of the rupee which has resulted 
in a sharp increase in import costs has further high¬ 
lighted the importance of import substitution. Large 
investments have been made in the past in several 
lines of manufacture. Some of these have already 
materialised resulting in considerable import substi¬ 
tution. To cite an example, cotton textile machinery 
sugar mill machinery and cement machinery, which 
are now being indigenously manufactured on a 
substantial scale, have almost wholly replaced im¬ 
ported machinery. The manufacture of bicycles and 
sewing machines at present is almost entirely based 
on indigenous components. The import content in the 
manufacture of several items such as trucks, jeeps, 
cars, dyestuffs and drugs, etc. has been rapidly brought 
down. This trend towards substitution of imports 
is sure to gather momentum in future. For instance, 
the production of special tool and alloy steels, the 
increase in the output of aluminium and in the wide 
range of intermediate products expected from the 
petro-chemical complexes will reduce considerably 
the dependence on imports. In the field of capital 
goods, the heavy machinery which will be manufac¬ 
tured by the machinery manufacturing complexes 
and the heavy electrical factories in the public sector 
will minimise imports of these items. Changes in 
technology are also being brought about which would 
enable replacement of imported raw materials by 
domestic products. Thus in some cases, it has been 
possible to use plastics where nonferrous metals were 
being used previously and synthetic fibre has been 
able to replace imported cotton or wool. Indigenously 
produced aluminium has been brought into increas¬ 
ing use in place of imported copper in electrical 
industries. The use of import^ asbestos in 
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construction has been greatly reduced. Development 
of indigenous substitutes by the Hindustan Anti¬ 
biotics has enabled us to replace the use of fungicides 
based on imported raw materials in tea, coffee and 
rubber plantations. Special encouragement is given 
by the Inventions Promotion Board to individuals 
for designing and fabricating different types of capital 
and consumer gods. Suitable awards are also being 
given by a specially constituted Board for new ideas 
which would lead to practical results in import 
saving. 

Foreign Collaboration 

Another issue on which divergent views have been 
held is that of foreign collaboration. When the 
country became independent, we lacked the technical 
know-how, skilled labour and financial resources 
required for a massive industrial development prog¬ 
ramme. These had, therefore, to be secured from 
whatever source it was available, on acceptable terms. 
Taking the relevant factors carefully into account, 
it was decided to adopt a policy of encouraging 
foreign enterprise to assist our industrial development 
in selected areas by offering incentives such as 
liberal repatriation facilities, tax remissions to foreign 
technicians etc. At the same time, it was necessary 
to ensure that foreign capital and technical know¬ 
how, which Whs attracted to this country did not 
secure an undue hold on the country’s economy. 
In this context the system of developing joint enter¬ 
prises based on the concept of mutual advantage came 
in handy. Except in special cases, in a joint enter¬ 
prise the major share of capital is ordinarily required 
to be in Indian hands. We have also insisted upon 
gradual indianisation in these foreign enterprises as 
Indian labour and technicians pick up the necessary 
enterprise. This policy has been attended by an 
appreciable measure of success during the past two 
decades. In several of the joint enteriprises the num¬ 
ber of Indians at all levels, including those in top 
position, has gradually increased^ Barring exceptional 
cases the major share of capital in a large number 
of enterprises has also gone into Indian hands thus 
giving them an effective voice in the shaping of 
policy. 

iNSTITUnONAL ARRANGEMENTS FOR MOBILISING 

Domestic Capital 

Although foreign capital has played a notable part 
in Indian industry, it should not be forgotten that the 
bulk of the capital has come from domestic sources. 

Jeimcry Id, 1968 


A special feature of India’s industrial development 
has been the evolution of the necessary institutional 
arrangements for moblising industial capital. India 
can justly be proud of this achievement because few 
developing countrjes have matched this effort. The 
chain of financial institutions, such as the Industrial 
Development Bank of India, the Industrial Financial 
Corporation of India, the Industrial Credit and 
Investment Corporation, the State Finance Corpora¬ 
tions the National Small Industris Corporation, and 
the Unit Trust, have provided industry with financial 
support. The finance provided by these institutions 
to small, medium and large industries has been of 
much help in Indian industrial development. 

Industrial Licensing 

Specialised agencies have also been set up to guide 
industrial planning. In a growing economy it is 
necessary to check the tendency for investment to run 
into the most profitable channel, irre.spcctivc of the 
social consequences, and direct it along those that are 
calculated to further the national inteicsi. This is 
sought to be achieved in the Indian economy by 
a system of licensing industrial projects after careful 
consideration of the merits of each case. The prog¬ 
ress of licensing is reviewed from time to time and 
lists of industries in which further investment is 
desirable or where it is not desirable for the lime be¬ 
ing to create further capacity arc drawn up. A 
Central Advisory Council of Industries has also been 
set up, which periodically reviews the progress of 
industries and offers suggestions for the future devel¬ 
opment. For the promotion of specific industries, 
Development Councils have been set up which take 
a closer view of the problems of the concerned 
industry. 

Protection to Indian Industries 

In order to protect Indian industries from foreign 
competition in the initial stages, tariff protection has 
been given in de.serving cases. Tax concessions 
have also been given to industrial enterprises of spe¬ 
cified categories. Liberal depreciation allowances 
and development rebates have been allowed for 
computing taxable incomes. Exemption from income 
tax and super-tax has been provided for in specified 
cases; tax holiday for stated periods for specified 
categories of industries has also been allowed. After 
the devaluation of the Rupee, foreign exchange hat 
been provided on a liberal scale to priority industries 
and small-scale industries. 
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Problems of a Sheltered Market 

The cumulative impact of all these measures has 
been to provide Indian industries with a sheltered 
domestic market which is large and growing. This 
has unfortunately also given rise to a measure of 
complacency on the part of Indian industrialists and 
there has been a tendency to overlook the question 
of cost. The cost of imported raw materials and 
capital equipment has been going up and there is 
evidence of consumer resistance to high prices which 
have been charged to the consumer to meet the high 
costs. Exports which are vital for earning foreign 
exchange have also proved unremunerative in some 
cases because of the high cost of production. In 
some cases, the stable and protected domestic market 
has acted as a disincentive for exports. Unless this 
tendency is checked and cost-reduction measures 
adopted there is every danger that the prosperity 
which has been built up over the years world gradually 
be eroded. It is necessary for Indian industries to 
take note of this danger and to reduce the costs of 
production by various means such as quality control, 
higher productivity, efficient management and econ¬ 
omy in the use of raw materials. 


PISTS MATTEK A LOT TO US 

Out of 80 to 90 million tonnes of food grains, ^ 
at least 12 million tonnes are destroyed every 
year by the insects and pests. It is as much 
necessary to prevent destruction of crops as to 
increase its production. 

Hindustan inaactlcides helps protecting the 
withering crops in addition to help eradicate 
malaria. 

Our products: 

D.D.T. Technical. D.D.T. Water Dispersible 
Powder, Chloral Hydrate, Ethyl Chloride, 
Monochlorobenzene, Hydrochloric Acid, 
Sulphuric Acid and proposed production of 
BHC 

Factories at 

Delhi & Alwaye (Kerala) 

HINDUSTAN INSEaiCIDES LTD. 

(A Government of India Undertaking) 

Pioneers In the field of insecticides A pesticides in India 


THE HOUSE OF KILLICK 

To some we are power planners; others say we are textile technologists; some know 
us as entrepreneurs in mining. Our long connection with cement is widely known. New 
engineering units - electric furnace manufacture for example - have opened new vistas 
of development. Marketing (which includes exports) is our forte. Kiilicks’ connection with 
shipping Is long-standing. Growth into newer fields is continuous on our cards. 

KILLICK INDUSTRIES LIMITED 

Electricity : Cotton Textiles t Manganese t Coal : Cement Portland & White 
Engineering : Shipping : Import : Export : General insurance. 

’’KILLICK HOUSE” 

HOME STREET, FORT, BOMBAY - I 
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MORE PRODUCTION 



MORE STRENGTH TO INDIA 

Land, water and power, Maharashtra fulfils all the 
" three basic needs of Industry. There are many more 

incentives besides, if you are setting up a new 
industry or expanding an existing one, come to 
Maharashtra, the ideal venue for industries. 






MORE INDUSTRIES IN MAHARASHTRA 
MORE PROSPERITY TO INDIA 


cwccTOR OP PUOuonrY. 


•OVERNMEMr OP MAH*RASMIII%> 


Jtarau^ 10,1968 
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Towards a Belter Deal for Workers 


J. L HATHI 

Miiihter of Labour, Employment and Rehabiliiation 


Promotion of workers’ wellbeing 
has always constituted an essential 
element of Government policy and 
occupied a place of priority in all 
its development plans. We have 
accepted democracy and socialism 
as the key point of our national 
policy. Government efforts during 
the past 15 years or so have been 
directed towards the building up of 
a sound economic base through 
planned programmes of economic 
growth, with the full and willing 
cooperation of labour. It is, there¬ 
fore, only natural that Government 
should pursue an active policy to 
promote the wellbeing of the working 
class and secure a progressive im¬ 
provement in their conditions. Since 
independence, Government have 
taken or initiated a number of steps 
in this direction. The improvement 
that has taken place may not have been 
adequate in relation to the workers’ 
needs. But then this has not been due 
to any lack of effort or intention on 
the part of Government to improve 
the lot of the working class; the only 
limitation has been clearly one of 
resources. This needs to be borne in 
mind while makin{^an appraisal of 
what has been attempted in this 
direction. 


Improvement in Working 
Conditions 

The wellbeing of a worker depends 
on a number of factors like a good 
and healthy workplace, a good home, 
appropriate medical and social 
services and a reasonable Income to 
ensure the basic comforts of life. 
Adequate amenities at the workplace 
have been provided in the major 
sectors of economic activity through 
relevant enactments. For instance, 
the Factories Act 1948 which 
regulates conditions of work in 
factories, lays down minimum 
requirements about matters such as 
space cleanliness, lighting and 
ventilation, elimination of dust and 
fumes, and for the control of tem¬ 
peratures in factories. It also pro¬ 
vides for adequate sanitary arrange¬ 
ments including washing facilities 
and other amenities like creches, 
canteens, lunch rooms, shelters for 
rest, etc. The Plantations Labour 
Act, 1951 and the Mines Act, 1952 
which regulate such conditions in 
plantations and mines also provide 
for improved working conditions 
and better amenities and safety of 
workers covered by these enact* 
ments. Appointment of welfare 
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officers in all sizable establishments in these sectors 
is also a statutory obligation on the part of employers. 

Welfare Amenities 

Welfare amenities outside the workplace have been 
provided through a variety of measures. In the 
plantations which arc located in isolated regions, provi¬ 
sion of housing, medical, recreational and educational 
facilities has been made a statutory obligation of the 
employers. In the case of coal, mica and iron ore 
mines, separate statutory welfare funds have been set 
up to provide for these facilities on a planned basis. 

So far as the factory workers are concerned, medical 
facilities are being made available to them and their 
families through social insurance, and recreational and 
other facilities through welfare centres, run by the 
State Governments, also at times by the employers’ 
and workers’ organisations themselves. 

Housing 

Provision of housing facilities occupies an impor¬ 
tant place in Government’s schemes for the expansion 
of welfare facilities outside the workplace. In the 
case of coal mines,, a Coal Mines Welfare Organisa¬ 
tion has been undertaking direct construction of 
houses for the benefti of mine workers and is also en¬ 
couraging the employers to construct houses by giving 
them financial assistance in the form of loan and 
subsidy on a fairly generous scale. In the plantations, 
provision of housing is a statutory obligation on the 
employers. The Central Government, however, 
provides financial assistance to the plantation owners 
by way of long-term-loans. So far as workers in other 
sectors arc concerned, special facilities are available 
under the Subsidised Industrial Housing Scheme. 
The Scheme provides for financial assistance to State 
Governments, Statutory Housing Boards, Employers, 
and Workers’ Cooperatives etc. for the construction 
of workers’ houses. The assistance is partly in the form 
of subsidy and partly as long-t«fm loan at liberal rates 
of interests. Progress in the field of housing has, of 
course, not been such as to give us entire satisfaction. 
But the position is constantly being reviewed and 
measures taken from time to time to ensure a more 
satisfactory progress in this direction. 

Tripartite Wage Boards 

In their efforts to secure for the workers a reason¬ 
able level of income during employment. Government 
have been placing increased reliance in recent years on 
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the machinery of tripartite Wage Boards. This system 
which is a sort of half-way house between free collec¬ 
tive bargaining and judicial determination of wages 
has some clear advantages. For one thing, it enables 
the parties affected to sit together and work out mutual¬ 
ly acceptable solutions, thereby facilitating their 
smooth implementation. Such Wage Boards have 
so far been set up for 19 industries covering about 4 
million workers. Some of them have already com¬ 
pleted their deliberations and recommended fairly 
substantial increases in the workers’ earnings. When 
the remaining Wage Boards also complete their work, 
a large number of workers are likely to benefit from 
their recommendations. 

The functioning of these tripartite Wage Boards 
has so far been fairly satisfactory. But of late, there 
have been some complaints about delays in the im¬ 
plementation of the Wage Board’s recommendations. 
Following discussions in the Standing Labour 
Committee recently, a sub-committee has been con¬ 
stituted to go into all these questions and recommend 
measures which will ensure a more satisfactory func¬ 
tioning of the Wage Board system. 

Provisions for Bonus and Mininum Wages 

The passing of the Bonus Law in 1965 was another 
significant development having a bearing on workers’ 
earnings. The bonus question had often tended to 
become a source of friction between the managements 
and the workers and led at times to considerable in¬ 
dustrial unrest. Government appointed a Bonus 
Commission in 1961 to evolve suitable norms and 
principles which should govern bonus payments. The 
Commissions’ recommendations, us accepted by 
Government, were initially given effect to through an 
Ordinance which was later replaced by the Payment 
of Bonus Act 1965. The Act guarantees, among other 
things, a minimum bonus of 4 per cent of the salary 
or wages earned by an employee covered by the Act 
or Rs. 40 whichever is higher. This is irrespective of 
whether there is any profit or not in an accounting year. 
A reasonable level of earnings for workers in the un¬ 
organised industries is being secured through the 
Minimum Wages Act, 1948 which provides for the 
fixation and periodic revision of Minimum Wages in 
the scheduled employments including agriculture. 
Its implementation has been beset with certain practical 
difficulties, particularly in agriculture. Some of these 
difficulties experienced in applying the law in ag¬ 
riculture were reviewed recently at a Seminar held in 
August 1965. The necessary follow-up action has been 
initiated in the light of the recommendations of the 
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Seminar. But any general improvement in the stan¬ 
dard of living of agricultural workers can come only 
when the agricultural sector gets progressively moder¬ 
nised and is made more productive. 

Social Security Measures 

A significant development in the field of Social 
Security has been the introduction of a scheme of social 
insurance through the Employees State Insurance Act, 
1948. The Act which is applicable to factory workers 
in the first instance provides for cash benefits as well 
as medical care in contingencies like sickness, mater¬ 
nity and disablement due to employment. Provision 
also exists for the payment of cash benefits to the 
dependants in cases of death of the insured persons due 
to employment injury. The Act at present covers over 
3 million workers and is being progressively extended 
to more and more workers. 

Apart from the Employees’ State Insurance Act, the 
Employees’ Provident Funds Scheme also seeks to 
secure for the Avorkers a measure of income security 
during old age. This benefit was originally provided 
to the workers in the coal mines under the Coal Mines 
Provident Fund and Bonus Scheme Act, 1948. A 
more comprehensive law viz. the Employees’ Provident 
Fund Act was, however, passed in 1952 and has since 
been extended to cover about 4.9 million workers in 
over 110 industries. The rate of contribution has also 
been enhanced to 8 per cent in the majority of indus¬ 
tries covered by the Act. The position is being kept 
under constant review and the intention is to extend 
the benefits of the scheme to as many workers as poss¬ 
ible. The possibility of converting the Provident Fund 
Scheme into a provident fund cum pension scheme is 
also under consideration. 

Industrial Relations 

This brief account of the legal and administrative 
measures taken to provide the material basis for 
workers’ well-being will be incomplete without refere¬ 
nce to other important measures taken in recent years 
to improve relations inside the industry, to introduce 
the workers into new spheres of responsibility and to 
improve the quality of the workers themselves. 


Tn the field of Industrial Relations, althouf^ the 
Industrial Disputes Act 1947 has continued to govern 
the conduct of industries relations, Government 
policy has increasingly been to promote greater res¬ 
ponsibility amongst the parties so that they them¬ 
selves can settle all differences and disputes through 
mutual discussion and failing that, through voluntary 
arbitration. The Code of Discipline adopted in 1938 
symbolises this policy which was later endorsed by the 
Industrial Truce Resolution of 1962. 

Joint Management Councils 

To draw the workers into closer association with the 
management, the Government also sponsored a scheme 
of workers’ participation in management through the 
establishment of Joint Management Councils. To 
enable workers to discharge their new responsibilities 
and play an informed role the Government has spon¬ 
sored a comprehensive scheme of Worker’s Educa¬ 
tion which has been in operation now for nearly 10 
years. Already, about 4 lakhs of workers have 
received training under this scheme. To improve 
workers* skills, a network of training institutes has 
been set up and the number of training places now 
available is around one lakh. This capacity is 
proposed to be doubled in the course of the Fourth 
Plan, 

Significant Achievements 

This, briefly, is an account of the measures taken by 
Government over the last two decades or so to prom¬ 
ote the wellbeing of the working class. As has 
been pointed out earlier, it may not have been adequate 
in relation to the workers’ needs or expectations. But 
when viewed in the context of the backlog of poverty 
inherited from the past, the achievements would by 
no means appear to be insignificant. We have also to 
remember the limitations which the requirements of 
a developing economy impose. A measure of self- 
denial on the part of the entire community would seem 
to be inevitable if we are to build up our economy. 
In the years that lie ahead, our working class would 
no doubt continue to play an active and constructive 
role in this national endeavour. 
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AFFORD TO 
WASTE 



Ov*r 450 milllan ifi4Ufnttofee<l.»y«tannott 25% of India's fruit* and vogstablsa 
go to wacto duo to spoilago botween fiold and kitchon. Tho roason? A cabbago 
or a carrot has mile* to go boforo it's oaten. By that tlmoi tho biasing heat has 
done it* damage. 


HINDUSTAN LEVER oh/diod thd problem... 
consultedUnileverfobdexperts...then made 
a beginning by setting op a modern dehy> 
dratlon plant at Ghazlabad. 

Why dehydration? Because it's practical, 
easy to handle, ktexpensive. Dehydration 
takes the water out, seals the freshness In. 
in fact, dehydrated foods stay fresh what¬ 
ever the season. They take so little space 
thattransportatlen is easy. And they need 
no refrlgerailon,ne special steragefacillties. 
Dehydraflon Is HINDUSTAN LEVER'S contri¬ 
bution to the national effert to produce 


mere food and nsake the most of what Is 
available. The farmer will grow more now 
that he can count on steady prices and an 
assured market And less will be wasted, 
because more will be processed and pre¬ 
served. From all this will flow new products 
and therefore new opportunities. 

The housewife Is already familiar with our 
dehydrated vegetables. Plans are afoot 
for offering her a greeter range of such 
foods.The day will break brighter tomorrow 
...with a tittle lest of care, a little more 
of loy.. 


TODAY AND T0M0RN0W...HINDUSTAN LEVER SERVES THE HOME 
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Indian Economy and Telecommunications 

RAM SUBHAG SINGH 

Minister of Communications and Parliamentary Afftdrs 


An objective analysis of Indian 
economy since the launching of the 
Five Year Plans will show that the 
economy has grown at a compound 
annual rate of 3.8 per cent. That 
has been so in spite of the inevitable 
strain and an increased defence out* 
lay due to the Chinese aggression 
during 1962 and the 22-day war with 
Pakistan in 1965. 

In spite of the unprecedented 
droughts for the two consecutive 
years the Indian economy was able 
to keep up its buoyancy. In fact, 
the overall growth rate was highest 
in 1964. when with the peak 
agricultural production of 890 lakh 
tonnes, the total national income 
increased by 7.6 per cent, a rate well 
above the national target of 
5 per cent. 

Just as in foreign affairs India has 
been following a policy of peaceful 
coexistence, so on the economic 
front we had been having private 
and public industrial sectors for 
the benefit of both. The Congress 
has laid down the policy of achiev¬ 
ing a socialistic pattern of society 
and in pursuance of that policy as 
against six industries in the public 
sector under the Industrial Policy 
Resolution of 1948, we have today 
over 40 industries run under the 


public sector. Our main objective 
is to achieve maximum industrial 
growth in the minimum time and 
the private sector is being given full 
freedom to develop itself to the maxi¬ 
mum extent. That policy has paid 
good dividends. The country has 
achieved progress in various spheres. 
In agriculture, for example, food- 
grains have registered a 61.8 per 
cent increase in output. The prod¬ 
uction of steel has increased from 
14 lakh tonnes to 66 lakh tonnes. 
The installed electric power capacity 
has been stepped up from 23 lakh 
kW to 101 lakh kW. The industrial 
output has gone up as much as 
150 per cent. The output of all 
kinds of machinery has risen from 
Rs. 30 crorcs to Rs. 500 crores. 
Production of refined petroleum, 
which was virtually nil earlier, has 
reached 113 lakh tonnes. Over 
100,000 enterprises have sprung 
up since India directed its small 
industry programme towards hand- 
looms, handicrafts, paints, soap, 
footwear, electric motors, fans etc. 

Communication Facilities 

Industrial and agricultural ad¬ 
vancement on this unprecedented 
scale demands many ancillary facil- 
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itics, the most important among them being speedy 
communications. The four-fold increase in the 
energy output, for example, will be of little 
avail if the power houses are not connected 
with the places, both industrial and agricultural, 
which consume electric power. Nor \\-oiild the 
business houses and industrial concerns, public a ad 
private, be able to function effectively if they 
are not able to contact their counterparts in a short 
time. Even the small entrepreneurs have to be in 
touch with their agents elsewhere in order to enhance 
their business. Consequently, the expansion and 
modernisation of the modes of communication was 
es.sential in order to cope with the increased industrial 
tempo. 

Since Independence, fads and figures reveal that 
communication Iticilitics have multiplied many times. 
If they arc still not able to cope with the ever-increas¬ 
ing demands from the public and industrialists, that 
is due mainly to the paucity of funds and more press¬ 
ing priorities accorded to other public demands. 

Temphonis 

On the cve of Independence, India had only one 
lakh telephones and about 400 exchanges. The 
telephones today number nearly 10 lakhs, a ten-fold 
increase, and exchanges over 2,900 representing a 
more than six-fold increase. The overloaded telephone 
exchanges and trunk lines, the wartime transmission 
equipment, and the manual morse telegraph circuits, 
which we inherited in 1947, have since been modern¬ 
ised and. as far as practicable, replaced by the latest 
equipment. 

With the inauguration of Subscriber Trunk Diall¬ 
ing between Delhi-Srinagar and Srinagar-Jammu on 
November 18, 1967, wc have now 16 major cities 
in the country which are connected with trunk diall¬ 
ing. Some of the installations of the Jullundur- 
Srinagar microwave scheme had been carried out at 
an altitude as high as 9,300 ft., and our engineers 
have done a marvellous Job'^in setting up these links 
under the most inclement weather conditions. 

Wherever Subscriber Trunk Dialling has been 
introduced, the trunk traffic has gone up 40 times. 
Next year, wc propose to introduce direct dialling 
between Srinagar-Sopore-Anantnag-Baramula-, Am- 
ritsar-Delhi-Jullundur; Dclhi-Chandigarh; Dclhi- 
Bombay and Deihi-Madras. Thus, by the end of 
1968, more than two-thirds of the country’s trunk 
telephone traffic will become automatic with the 
commissioning of automatic exchanges at New Delhi, 
ICanpur, Bombay and Madras. In other words, 


within 20 months from now, 80 million trunk calls 
will be connected by the subscribers themselves 
without the assistance of a telephone operator. 
New Delhi will be connected by trunk dialling with 
Calcutta by the end of 1970-71. In direct dialling, 
the calls are connected instantaneously, faster than 
any priority available to the public at present. The 
calls will cost less and will be charged for the actual 
duration of the conversation and not for a minimum 
of three minutes as under the manual system. 

In spite of a 10-fold increase over the past 20 
years in the number of telephones, there arc, today, 
nearly four lakh applicants waiting for telephone 
connections all over the country. It is estimated 
that the demand for telephones will be of the order 
of 40 lakhs by the end of the Fourth Five Year Plan. 
To meet this demand alone, an outlay of about Rs. 
800 crorcs would be needed. 

An outlay of Rs. 314 crores was provided in the 
draft proposal for the Fourth Five Year Plan for the 
entire Department of Posts and Telegraphs. This 
compares favourably with Rs. 56 crorcs in the First 
Five Year Plan, Rs. 68 crorcs in the Second and Rs. 
175 crores in the Third Plan. The amount allotted 
to telecommunications is more than double of that 
earmarked during the Third Five Year Plan. But 
it happens to be almost half of the total amount 
required to meet the public demand for more 
communication links. The proposed Fourth Five Year 
Plan provides for the installation of 6.5 lakh telephones 
8,500 km coaxial cables and an equal length of micro¬ 
wave links, about 2,000 public call offices and over 
2,000 rural combined offices. The realisation of 
these objectives will depend on the actual availability 
of financial resources. 

Emphasks on Efficii nc y 

In addition to the expansion and modernisation 
of telecommunication links, the emphasis has been 
on the efficient functioning of the services wc have. 
A number of steps have been taken to streamline 
procedures and remove bottlenecks. An Efficiency 
Bureau is being set up under the Posts and Telegraphs 
Board to undertake special studies and advise the 
Department on impro\ing the efficiency of its 
different services. The Statistical and the Complaint 
Cells of the Department arc being strengthened and 
reorganised. A specialiscil group has been set up by 
the general working ol' the P and T Department. The 
Tariff Enquiry Commission is already reviewing the 
principles followed in the fixation of tariff. The 
billing system is being revised and streamlined so as 
to ensure that the subscribers get all their bills in one 
bunch along with the meter readings. These are some 
of the steps we arc taking to ensure more efficient 
service to our subscribers. 

Better communication facilities, in their turn, I 
am sure, will accelerate industrial and agricultural 
growth and bring about fuller economic development 
of the country. The funds spent on streamlining the 
communication system in the country will certainly 
pay rich dividends. 
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Some Thoughts on the Public 
Sector 

M. CHANNA REDDY 
Minister of Steel, Mines and Metals 


The CRiiAifON of public sector in 
India wj s dictated by the Consti¬ 
tution which promised to the citi¬ 
zens of India, inter alia, social and 
economic justice. Economic justice 
is possible only when society has 
a choice in determining the direction 
in which investment will be made 
and the channels into which the 
returns from that investment can be 
re-ploughed. Logically, it would 
imply total nalionalLsatiori, but that 
would mean a doctrinaire approach 
to the issue. In this context it is 
significant to note that we have, by 
a conscious decision, chosen for 
ourselves what has been called 
‘the socialistic pattern of society’ 
and not Socialism as such. This 
would mean a system of mixed econ¬ 
omy in which both the public and 
the private sector have a role to 
play. The area of operation of the 
two has been demarcated in the two 
successive Industrial Policy Resolu¬ 
tions of 1948 and 1956. 

Performance 

Public sector undertakings have 
been created largely under the Com¬ 
panies Law and only in a few cases 
under separate statutes. Today, the 
total investment on Government 


Companies comes to about Rs. 2,500 
crores and more companies are 
being created almost every other 
day. With such a large outlay of 
public money on publicundertakings, 
the public has naturally a right 
to ask questions about their per¬ 
formance. It has often been said 
that the returns on public sector have 
not been commensurate with 
investment. Consequently, it is held 
that it has failed us. I believe that 
the comparisons between public and 
private sectors arc not altogether 
justified. In many respects the 
comparisons are unfavourable to 
the public sector. 1 would like to 
indicate briefly how these compa¬ 
risons, partly due to ignorance and 
partly due to prejudice are reduced to 
comparisons between incomparables 
and are consequently misleading: 

(i) Many of the public sector 
undertakings arc akin to pub¬ 
lic utilities where low return 
on capital employed is tradi¬ 
tional partly because of the 
absence of risk and partly 
because the earnings of such 
utilities are normally subject 
to public regulation owing to 
the advantages of monopoly 
which they are believed to 
enjoy. 
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(it) The creation of public sector has tended to 
arouse public expectation that the products 
and services of public undertakings should be 
provided cheaply and they arc continuously 
subject to pressure from public opinion to 
keep their prices down even when costs and 
prices elsewhere have been rising. Witness, 
for example, the recent rise of prices by the 
private sector coal industry while the Nation¬ 
al Coal Development Corporation could not 
bring itself to do the same. Thus, though 
public undertakings may contribute substan¬ 
tially to efforts to stabilise prices, their 
own financial position, as reflected from the 
return on their capital has suffered in 
consequence. 

(if/) The lower rate of return must also be attrib¬ 
uted to the onerous national and non-com- 
mcrcial obligations which public sector un¬ 
dertakings are expected to carry, like for exam¬ 
ple, running of an unprofitable bus route 
which a private bus company wouldn’t have 
even looked at. 

(/v) Public Undertakings are, for a variety of 
reasons, unable to adjust the expenditure of 
their industry as rapidly as private sector 
when there is a change in the economic condi¬ 
tions. 

A 

UNAMBJOL’OUS CaiTFRIA 

That is, however, not to say that there is no justi¬ 
fication in the criticism of the performance of the 
public undertakings. On the other hand it only shows 
that we have not laid down clear and unambiguous 
criteria on the basis of which we can evaluate the per¬ 
formance of public undertakings. The need, there¬ 
fore, is to lay down specifically the criteria against 
which any valid criticism of the public sector can be 
made. I propose in this article to give some of my 
suggestions by which, 1 believe, the performance of 
public sector can be improved and a better evalua¬ 
tion of it can take place. 

First of all, arising from the ambiguity of cri¬ 
teria briefly touched upon, there is need for a clear 
cut enunciation of objectives. In Britain, as far 
back as 1961 the Government published White Paper 
on financial and economic objectives of the nationa¬ 
lised industries. The framework of these obligations 
provide, on the one hand, a complete set of guidelines 
to the public undertakings; and on the other, financial 
and economic criteria which they must satisfy. A 
dear definition of such obligations will also serve to 
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demarcate clearly the limits of the autonomy of the 
undertakings and the extent of their accountability to 
Parliament. It will, therefore, serve to clear confu¬ 
sion regarding the role of nationalised industry in the 
national economy. It is thus, a far-reaching device 
to ensure optimum performance against unambiguous 
criteria. 

lN!5TITirnONAL CHANGES 

The need for absolute clarity a.s to objectives of 
the pubic sector also underlines another undesirable 
feature of the public sector in India. In our country, 
most of the public undertakings have been set up 
under the Companies Law. This has resulted in 
uniform treatment of public undertakings irrespective 
of the special characteristics of a given undertaking 
and its peculiar situation which may not hold for 
other undertakings. I feel that instead of making an 
all-purpc se umbrella of the Companies Act, we should 
set up each undertaking under a separate statute. 
This will compel us to undertake a detailed exercise 
of the examination of the special problems which 
each undertaking would be created to tackle. This 
will also ensure that the case of each undertaking will 
be specifically considered regarding the sphere of its 
autonomy. The statute will lay down specifically 
what the obligations and authority of Government 
vis-a-vis the undertaking would be in each case. In 
a way, therefore, statutory status is a condition pre¬ 
cedent to the prescription of financial and econonue 
objectives. Yet another institutional change 1 would 
like to be brought about is that the Government should 
restrict itself to appointing Chairman of the Under¬ 
taking and leave other appointments including that 
of the Financial Adviser to be made by the undertak¬ 
ing. This is necessary if we want to make the public 
sector’s autonomy real and its accountability mean¬ 
ingful. Today having provided for checks and balances 
and also set up ‘agents’ in the undertaking the 
Government gets involved, willy nilly, in the day to 
day working of the undertaking and cannot, with any 
degree of justification, sit on judgement on the 
annual balance-sheet of any undertaking. 

Improving Productivity 

Having indicated the three changes in the institu¬ 
tional ‘setting’ of the public undertakings, I would 
now like to deal with some questions of detail. This 
brings us to the question; How can we improve the 
productivity of the public sector? Productivity is a 
comprehensive term and itself is a function of a 
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number of factors, the important ones being managerial 
development, morale of the work-force and employee 
participation in the fulfilment of the objectives of 
the undertaking. I would like to touch upon each of 
these factors briefly. A proper system of spotting 
and development of managerial talent is a sinc-qua- 
non for any successful running of an enterprise. In 
the public sector this will imply jettisoning the present 
system of ‘deputationism’. In the initial stages, it 
was, perhaps, inevitable that the managers of the pub¬ 
lic sector had to be drafted from the Government. 
After more than a decade of its functioning it should 
be possible for the public sector to throw up its own 
first-line managers. The fact that it has still not been 
able to do so shows how management development has 
been sadly neglected. The progress of any undertaking 
depends to a very large extent, upon cadres who will 
identify their own future prosperity with that of the 
undertaking they work for. Public sector must, there¬ 
fore, become attractive enough to talented young- 
men; and having attracted talent it must encourage 
it to develop and to believe that it must seek its fulfil¬ 
ment here and not elsewhere. Ironically, today 
the public sector suffers too much from the detach¬ 
ment and ‘objectivity’ of its top managers! A sense 
of belonging lacks amongst the crucial executive class. 

Employee participation is not a mere matter of 
setting up Joint Consultative Committees at various 
levels. The philosophy of consultative-advisory 
machinery needs to be accepted without any reser¬ 
vation and, to be effective, we need an hierarchy of 
this machinery right from the shop-floor up to the 
national level. In Hindustan Steel for example I 
visualise such Consultative Advisory Committees at 
the level of each plant, at the level of the Company 
and,, finally, at the national level. Such a system will 
help in instilling in the employees a sense of closer 
identification with the objectives of undertaking 
they work for. To achieve this, wc have to think 
of hierachicnl association of labour with correspond¬ 
ing levels of management leading, ultimately, to a 
directorship for the Trade Union representative on 
the Board. This, however, has far-reaching implica¬ 
tions and would call for some fundamental changes 
in the present pattern of Trade Unionism. I visualize 
one Trade Union in each industry and a federation 
of these Unions at the national level. It will then be 
possible to arrive at National Agreements with the 
Federation as overall objectives, subscribed to both by 
the management and labour. These National Agree¬ 
ments will be broken down into building local agree¬ 
ments for each plant. This will make for belter indus¬ 
trial relations and consequently, better productivity. 


System op Incentives 

Another very important constitutent of producti¬ 
vity is the system of incentives. The present system 
has two cardinal defects. Firstly, it covers only tfie 
non-executive employees, thus ignoring the vital role 
of the executive class in the optimal performance of 
the undertaking. Secondly, it covers only one aspect 
in as much as it rewards good work but docs not 
punish bad work. In other words, it is like holding 
a carrot in front of a donkey without wielding a stick. 
The incentive scheme which I visualise would include, 
on the positive side, incentives both monetary and non¬ 
monetary, at all levels and, on the negative side, will 
comprise what I would like to call ‘deterrents’ against 
performance below specific level of tolerance. My 
scheme will, in essence, provide for variable pay 
packets at all levels depending upon individual per¬ 
formance from month to month. 1 have tried to 
make some beginning in this direction in Hindustan 
Steel where the Company has been asked to under¬ 
take steps to evolve a suitable comprehensive scheme 
of incentives with the aid of consultants, if necessary. 
1 also intend to have the existing production-incen¬ 
tives schemes revised and made more detailed so that 
the productive effort is evaluated not on aggregate 
basis but in terms of even shift-wise performance of 
the smallest identifiable group of employees—and 
even individuals. 

Productivity also depends upon the ratio of the 
labour force in relation to a given task. Today, 
out of a fear of agitations. Management is very often 
compelled to carry a labour force, part at least of 
which can be and should be retrenched in the interest 
of optimality. This can be done by public under¬ 
takings diversifying their activities by embarking 
upon ancillary Jictivilies within the frame¬ 
work of their overall objectives. In Britian, for 
example, the National Coal Board has ventured into 
brick making, merchant shipping and such activities 
in order to siphon off its surplus labour force. The 
British Steel Corporation, a study of which I under¬ 
took recently, has also indicated that on a rough basis, 
about 100,000 out of a total of 300,000 employees in 
the industry which it has taken over would be sur¬ 
plus to its actual requirements. Diversification of the 
undertaking’s activities is one way to open up new 
employment opportunities for the redundant labour. 
We need to do something on these lin^ in order to 
achieve a balance between the considerations of eco¬ 
nomic operation of the undertakings and of avoiding 
large-scale human suffering entailed in any programme 
of retrenchment. This scheme of diversification can 
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also be used as a leverage for inducing investment 
from private sector in socially worthwhile projects, as 
has bwn done by the National Coal Board of Britain. 

Role of Research and Devli opment 

Lastly, I would like to mention (he important 
role of research and development in the belter func¬ 
tioning of the public sector. Today we have a chain 
of National laboratories in the country. There 
should be a cross-fertiliyation of ideas between these 
laboratories and undertakings. In a way public- 
sector provides an ideal ‘laboratory’ for testing some 
of the new ideas developed in these national lab¬ 
oratories. There should be a continuous system of 
‘feed-back’ between these laboratories and the under¬ 
takings. Public sector should, as a whole, set apart 
a specific amount every year w hich should be de\oted 
to the pursuit of fundamental and applied research. 
Only in this way will the public sector be able to 
ensure success in its long range performance. 


I have tried to give some of my ideas on how the 
performance of public undertakings can be improved. 
There is need for some fundamental action not only 
by way of a change of outlook but also in the methods 
of working of public undertakings. No doubt wc 
cannot judge them on the same narrow financial crite¬ 
ria as wc can a private undertaking. On the other 
hand wc also cannot condone their inefficient 
functioning. 

What is needed is a proper perspective, a well- 
defined frame-work, a clear enunciation of objectives 
and a vigorous pursuit of forward-looking pro¬ 
grammes. Given some reform w hich will ensure these, 
1 have no doubt in my mind that the public sector will 
not only justify its existence, but also outshine private 
sector. It has a role to play and it is for us to create 
conditions to ensure that it is able to do so. Once 
these conditions arc created our evaluation of their 
performance can, and should be, severe and 
unremittirg. lam .surethatthe^'public sector will not 
then be found wanting. 


Drink Coca-Cola... 
Be really refreshed 


•RIQHTCN THC PARTY Wtteb it come to 
Me when Coca-Cob b «enrc4 I Notliiiig refteiket 
eo deHdouelf at it*s Ug, brfeht, biAbiy taito. 
Notldii( b to happily wdoomed^ ^lem. Alwaye 
keep plenty of Cboi-Cob on bind—you'll iMnc at a 
hoitMt. 




Bottled under authority of the Coca-Cola Company by PURE DRINKS (CALCUTTA) PRIVATE LTD. 
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Need for a Better Perspective 

P. S. LOKANATHAN 


Wh as a nation are prone to fits of 
over-optimism and excessi\e pessi¬ 
mism. This is a period when we 
arc having a bout of the latter. 
Another characteristic of our na¬ 
tional temper is excessive self-crit¬ 
icism which has its unfavourable 
aspects; for self-criticism, unless it 
leads to positive action for imp¬ 
rovement, has little virtue. In fact, 
even those in responsible positions 
who feel they have done their duly 
because they have been critical arc 
only escaping from their responsi¬ 
bilities. What we need is a mature 
and balanced approach to our prob¬ 
lems, noting the obvious dangers 
of excessive pessimism and sclf- 
critici.sm. 

The roots of our difficulties in the 
economic field go back to the beginn¬ 
ing of the Second Five Year Plan. 
Flushed with the success of the 
First Plan, which had but a modest 
target, we embarked upon a very 
ambitious Second Plan, based upon 
a theory which, although not 
inherently unsound, did not take into 
account our many limitations and 
difficulties. The Plan rested on what 
may be called a balanced growth 
theory by which the major sectors 
should move rapidly in unison—agri¬ 
culture and industry, the consumer 
goods industry no less than the 


capital goods industry. 

Assumptions and Drawbacks 

In a country like India which 
obviously .suffers from industrial 
structural deficiencies and which, 
therefore, faces a chronic balance of 
payment probem, it was thought 
that the only way by which our in¬ 
dustrial sector could be modernized 
and the balance of payments prob¬ 
lem eased would be by establishing 
capital goods industries domesti¬ 
cally; for their absence involved 
considerable imports for which we 
had neither sufficient export earnings 
nor foreign exchange. In pursuance, 
it was also thought that the available 
resources and foreign exchange 
should be utilised mainly for the 
capital goods sector and that the 
consumer goods industry, which in 
any case did not require too much 
foreign exchange, could be developed 
whether in the modern sector or in 
the small-scale, cottage and the 
handicraft sectors. The success 
of agricultural production in the 
First Plan had led the Government 
and the people to think that 
agriculture was not u problem any 
more and as a reinforcement of this 
view we had also the good fortune of 
supplies of PL-480 foodgrains from 
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the United States. This enabled us to plan for a 
much larger rate of industrialization than otherwise 
would have been possible. There was thus conside¬ 
rable justification for the theory behind the Plan. 

Unfortunately, however, we failed to recognise 
that unless agricultural production increased subs¬ 
tantially and consistently (both to provide for the 
increasing population and for the greater needs of 
a rapidly growing industrial sector), there would be 
a food and raw materials shortage; what is more, 
the cost of industrialization would itself become 
excessive because of the diminishing returns from 
agriculture and the high cost of food and raw materials. 
We also failed to take note of the various other handi¬ 
caps of large-scale industrialization if brought about 
in too quick a time. The lack of trained and highly 
skilled manpower, required both for the setting up 
of the steel and other heavy industries as well as for 
the running of them, became a serious bottleneck 
over the years. We also underestimated the needs 
of what may be called the maintmance imports. 
Besides the imports required in terras of the balancing 
equipment, the components and parts, needed to run 
the industries smoothly, there was also the heavy 
payment for the designs, know how and patent, all 
of which involved much more foreign exchange tlsan 
was available either in terms of exports or in terms of 
foreign aid. The foreign aid that did come though 
substantial, was nevertheless inadequate. Our 
export earnings also did not catch up. 

As if these were not enough, in the Thud Plan 
period, the country faced two years of exceptionally 
severe drought and .also passed through another 
critical phase brought about by the Chinese aggres¬ 
sion followed by the Pakistani aggression. Foreign 
aid stopped for a time and even the flow of materials 
and equipment in the pipe line was dammed. The 
impact of all these is still evident in the economy. 

In the exceptionally difficult circumstances given 
above and taking account of the fact that our know¬ 
ledge and experience of planning was limited, it 
should not surprise anybody if Ihe rate of growth of 
our economy slackened. The more recent trends 
need not detain us long. The chronic balance of 
payments deficit, combined with the relative reluc¬ 
tance of the aid-giving countries to lend to us on the 
merit of our case led us to the difficult decision of 
devaluation. But the pity is that devaluation has 
so far failed to promote exports to an extent so as 
to ease the balance of payments problem; it has 
also accentuated the difficulties in the industrial sector 
by making the essential raw materials and equipment 
more dear and by making it difficult for industry to 
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take advantage of the import licences which were so 
freely issued, though this itself was for want of suffi¬ 
cient domestic finance. This lack of domestic 
finance is not merely due to an insufficiency of domestic 
savings; it is also due to the policy of credit squeeze 
which has had to be resorted to in order to curb the 
active inflationary forces. Out of these, the present 
parlous condition. 

Thk Crbdh Side 

In assessing and evaluating our performance dur¬ 
ing the last 10 years, while we should concede all 
the mistakes which the Government and others 
have committed, we will fail in striking a proper pers¬ 
pective unless we take into account the above objective 
factors also. If wc do that, it would become clear 
that our progress has been overall, in agriculture 
and in industry during the last 10 years. 

Overall, the rate of growth of the economy has 
been around 4 per cent, but allowing for the increased 
population, the per capita income growth is only of 
a little over ^ per cent. Tliis. of cours.-, is a very 
modest achievement but c\en so we should remem¬ 
ber that if we take into account all the disturbing 
forces previously mentioned, this achievement cannot 
be spurned. This also compares with the achieve¬ 
ment in many of the western countiies in their early 
stages of development. The real point is that starting 
from such a low base, our growth rate is woefully 
inadequate to the needs of a growing population, 
so keen on raising its standard of living. 

Again, we cannot but note the average r.itc of 
Increase in the agricultural sector over tlic decade, 
which has been at about 3 per cent - a rate by no 
means unsatisfactory. If this rate has nevertheless 
proved to be inadequate for our needs, it is because 
of the operation of three forces in the main: 

The sharp increase in population at the rate of 2| 
per cent; (/i) the increase in iacorr.es brouglit about 
by economic development; and (Hi) the increased 
demand for raw materials brought about by rapid 
industrialization. Particularly in regard to food, 
the fact is that its elasticity of demand in the Initial 
stages of development is almost always rather high 
and it would take several years before this elasticity 
faUs. 

The rate of growth of industry was very subs¬ 
tantial in the Second Plan and in the early years of 
the Third Plan, It has slackened only in the last 
couple of years or so. Nevertheless, the basic struc¬ 
ture of industry has been transformed. Today, 
India manufactures a spectacularly large number of 
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commodities it had to import only a decade ago. 
India’s steel and cement production has increased by 
several times. Industrial machinery—light and heavy 
—is now being manufactured locally as also a variety 
of chemical products, including fertilizers and heavy 
chemicals. In the field of consumer requirements. 
India today manufactures a number of goods, in¬ 
cluding automobiles, frigidaires, electrical appliances 
of all kinds, sewing machines, tran.sistors, etc. And 
although our defence production picked up some¬ 
what belated it is a fact that today we arc capable of 
manufacturing and are manufacturing automatic 
weapons, tanks, aircrafts, heavy guns and jeeps and 
other vehicles. Not only this. There has been a 
remarkable growth of small-scale industry which has, 
as a welcome offshoot, brought forward fresh man¬ 
agerial and technical talent. Of no less importance 
is also the fact that while we may be yet to make any 
significant venture in designing and erecting plants, 
it is known that India today has the necessary ability 
and technical competence to do so. 

There is thus no doubt that the India of 1967 is 
very different from the India of 1951 when planning 
started. The country’s economic base has been 
conspicuously strengthened. There has also been 
considerable improvement in the standard of living 
of large sections of the people. Our achievement 
in the sphere of mass and technical education and 
increase of scientific personnel, or setting up of the 
national research in.stitulions, the cstabli-shment of 
the special financial institutions to help industry, 
tlie system of esport credit —all these arc bound to 
become productive in the coming years; these and 
several other attempts arc our capital whose div¬ 
idends will come to How in due course. 

Limitations and Re.suus 

Side by side, wc have our failures too. The most 
disheartening is our failure to get a proper return 
from our enormous investment in the public sector. 
The criticism that public sector expansion is not justi¬ 
fied at all, is wrong. Rather, our mistake has been 
in not managing the public sector enterprises 
profitably and hero the blame rests squarely on the 
Gosernment. The Government has not done its 
duty, for instance, by way of: 

(«) A careful selection of managers; 

(/>) affording them opportunities for training; 

(c) allowing them to stay with the enterprise 
for .at least a period of 5 to 7 years; 

{(I) giving them sufficient power and authority, 


financial and administrative; and 

(e) encouraging their style by a minimum of 
restrictions. 

If only we can ensure that our investment in the 
public sector is more productive and more efficient 
the results would be entirely favourable. That would 
enable more resources to be ploughed back into the 
industry and more savings would accrue to the 
economy. 

Next, the future of our agriculture. Here, apart 
from the favourable weather this season, scientific 
agriculture has come to stay as a national policy. 
It may take some more years for India to make a 
breakthrough in agriculture but there is no doubt 
that if scientific agriculture is practised by the far¬ 
mers in large numbers and improved agricultural 
techniques, fertilizers, pesticides, etc. are encouraged 
and if more improved seeds and plants are accepted, 
India might become self-sufficient in food production 
sooner than expected. What is important is the 
generation and dissemination of knowledge relating 
to improved agricultural practices. There is great 
hope in this direction provided wc do not become 
once again complacent on account of one favourable 
monsoon, which of course, increases production 
temporarily by a substantial percentage. Not until 
our rate of production becomes sustained over a 
period of years, can we be content. 

The question of improved agricultural practices 
takes us to the larger question of improved industrial 
technology, and here the continuaiion of our past 
policy of allowing turnkey jobs to be done by the 
foreign sponsors in respect of new industries has 
been unfortunate; we may still have to depend heavily 
upon foreign patents and know-how. If wc- are to 
break this, what is really needed is to provide for 
research on a larger scale and research on problems 
of more practical use. It has been estimated that if 
only research is better organised in the country wc 
could save as much as Rs. 100 cores per annum 
through indigenous know-how and proce.sses and 
indigenous technology. 

Economic development has not benefitted all. 
Inflation has brought about a good deal of suffering 
to the middle classes of the community; it has also 
inflicted serious damage on those with fixed incomes. 
In addition, in the rural community, the agricultural 
labour class has had great hardship to put up with. 
To its chronic problem of underemployment has 
been added the high prices of foodgrains and essen¬ 
tial articles with the result that there is visible poverty 
in certain section of the rural sector. One way by 
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which this can be remedied is by bringing about rapid 
improvement in agricultural production. This should 
however, be supplemented by guaranteeing mini¬ 
mum wages to the agricultural workers and by ensur¬ 
ing more employment to them, A growing economy 
is bound to provide more employment opportunity 
elsewhere than in agriculture in due course but until 
that stage is reached we should encourage greater 
rural industrialization and adopt supplementary 
measures such as the Rural Works Programme to 
give employment and wages to the landless labour. 

The Challenge ok CuANOr 

Many things progressive would become possible 
provided our administration is geared to the task of 
rapid development. Unfortunately, our adminis¬ 
trative system is deficient in many respects. It is 
aimed at not getting things done: it rather ensures 
that rules are observed than that things are done. 
Unless the system is altered and the rules and 
procedures redrafted, with a view to ensure quicker 
performance, our progress is likely to be bogged down 
by bureaucratic methods and works. 

Finally, we are now facing a period of relative 
political instability. It is possible that this is an 
inevitable phase in O'ur political development but its 
immediate effects are very discouraging. Quick 
decision making which is imperative for rapid econom¬ 
ic development is usually given the go-bye; Ministers 
and high officials are prone to put off things. The 
Government as such is often slow and reluctant to 
take major decisions. Because of the pulls of various 
opposing forces and pressure groups there is even an 
unwillingness in the Government to take any firm or 
quicV'^ecision. It is also reluctant to make hard 
choices when they are due, it prefers to take the line 
of least resistance. The impact of these drawbacks 
on economic development cannot be underrated. 
One can only hope that this is a pasing phase and 
that in a few years we would have stronger 
Governments both in the Centrfe and in the States. 

To conclude, it may be that the results of our 
planning efforts have not been commensurate either 
with the investments or with our expecations. But 
this is not to say that planning itself has been a failure 


because we could not have achieved even our present 
gains without planning. 

There is a real danger now that the country’s faith 
in planning might become dim because of some of the 
planning failures noted above. Most of us have, 
nevertheless, continued to cherish the hope of getting 
the best out of planning not only because of the unique 
inspiration given to this way of democratic planning 
by the late Prime Minister Jawaharlal Nehru but 
also because of our conviction that without plann¬ 
ing a poor country such as ours, with limited 
resources, could not achieve the goals set for it by 
ourselves. 

The whole basis of our planning is the choice of 
the right kind of priorities; perhaps it is in the making 
of the correct choices that we have faltered. But 
making every allowance for our shortcomings, there 
can be no doubt that planning alone will lift the 
Indian economy rapidly to a stage of self-generating 
growth. 
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The Means for Survival 


C. SUBRAMANIAM 


“Give us this day our daily bread” 
was the traditional prayer which 
marke 1 the stage when man was not 
sure of his next meal. This is still 
relevant to many economically back¬ 
ward countries where there is not 
sufficient food to meet the needs of 
the entire population. A significant 
portion of the population in these 
countries is still haunted by the 
spectre of hunger. But the prayer is 
certainly out of place in an affluent 
society where there is abundance of 
food—these arc the technically 
advanced countries. We are living in 
“a world in which one-third of us 
worry about our waist lines while 
the other two-thirds worry about 
where their next meal is coming 
from.” What has brought about 
this abundance of food in certain 
communities while larger part of 
humanity is still faced with the 
problems of want and hunger? 
An analysis would show that it is the 
discovery of new knowledge to 
improve the production possibilities 
of agriculture that has given the 
advantage to the advanced countries 
where they arc in a position to prod¬ 
uce the food they need. 

The realisation that knowledge is 
a source of production is not altoge¬ 
ther new. Alfred Marshall writing 
in 1890, in his book Prbtciples of 


Economics emphasised this with 
great clarity and foresight. In his 
treatment of the agents of production 
—land, labour, capital and organisa¬ 
tion he declared that “Capital con¬ 
sists in a great part of knowledge 
and organisation” and that “Know¬ 
ledge is our most powerful engine of 
production.” This is proving to be 
true whatever might be the political 
or social structure of the community. 

India today is one of the less deve¬ 
loped countries faced with the prob¬ 
lems of scarcity of food in an in¬ 
tense way. The last two years were 
particularly critical due to two 
successive years of intense drought 
unparalleled within the last one 
hundred years. It was almost a 
miracle that we averted the worst 
human tragedy in more than a century 
—starvation deaths in millions 
due to famine and hungers, Even 
during a normal year what we pro¬ 
duce is not adequate to meet 
the minimum human needs of 
our population—quantitatively and 
qualitatively. We are faced with the 
problems of undernourishment and 
malnutrition. 

Developing SciENTmc Aoricuiturb 

How are we going to solve our food 
problem? We must take the lesson 
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from Marshall to our heart in our endeavour extend 
the productivity of modem agriculture to all our farms 
still bound in large part to traditional agriculture. 
The prime requisite for this task is the development 
of the new knowledge for modern agriculture. This 
knowledge can be developed only by undertaking Scie¬ 
nce as an organised activity. This is the way the otht'r 
countries achieved success in developing agriculture. 

The advance in scientific knowledge docs not 
consist in establishing research laboratories. In 
agricultural scientific research there arc many inter¬ 
dependent parts. The results in the laboratories will 
have to be tested in the prototype in experiment 
stations and the proved knowledge will have to be 
disseminated to the farmers. 

Preventing Brain Drain 

Further it has to be realised that organised agricul¬ 
tural research properly staffed and equipped is an ex¬ 
pensive business. Even taken on a global scale, compe¬ 
tent agricultural scientists are scarce and there is a 
growing international market for them. Naturally, 
thcirsalaries are on the upward trend. International 
scientific organisations are just ready to snatch away 
any promising young scientist at any cost. In this 
competition the poorer countries do suffer and that 
is how the so-called brain drain occurs to the great 
disadvantage • of underdeveloped countries. There 
is then the ever growing cost of scientific equipment. 
Sometimes the question is put 'Can the poor countries 
afford this luxury of costly scientific research’? No 
doubt research is costly in the initial stages, but if 
a calculation is made of the future beneficial results, 
it is found to be really a worthwhile investment. 

Research Yields Rich Dividends 

Recently studies have been made to find out the 


costs and returns in the field of agricultural research. 
In the case of hybrid corn the accumulated past 
research expenditures in U.S.A., private and public, 
as of 1965, came to 131 million dollars on which it 
has been found, for each dollar, the social return is 
of the orders of 7 dollar per annum, i.e., an astound¬ 
ing return of 700 per cent per annum. In hybrid 
sorghum the return is calculated at 360 per cent and 
in poultry at 137 per cent. What is important to note 
that this is a continuing and permanent return every 
year in the future. 

Corresponding studies in Mexico have shown that 
the return on wheat research is 750 per cent and in corn 
300 per cent. Therefore, it is poor economics to 
think in terms of costliness of research. High cost 
no doubt but at the same time it ensures a fantasti¬ 
cally high return in perpetuity. 

Social Cxists Must Be Taken into Account 

It is not merely the returns that have to be taken 
into account but we have also to realise what would 
be the cost the community will be called upon to pay 
in terras of human suffering, in the absence of 
these developments in agriculture. Recent medical 
evidence indicates that serious protein shortages in the 
early years of life reduce not only the lifelong 
potential for physical development, as we have long 
known, but also the potential for mental development. 
Unfortunately, this damage occurring in the early 
years of life is irreversible. In the world today a 
greater menace than that of neuclear destructive wea¬ 
pons is the menace of hunger and starvation. This has 
far reaching political, economic and social con¬ 
sequences. A society ignores the application of 
science in the field of agriculture only at its own 
peril. No cost is too high to avert this great danger 
to humanity. 
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India and the Soviet Union 


MANUBHAI SHAH 


The most fascinating story of the 
post independence history of India 
is the story of strong political and 
economic relationship that was 
grown up between the Soviet Union 
and India. Our policy of non-align¬ 
ment has directly contributed to this 
friendship. The economic relation¬ 
ship that has grown up between the 
two countries is almost like a miracle 
and a modern legend. 

In the held of international trade, 
a novel feature which has come to be 
known as “Rupee Trade” has devel¬ 
oped as a positive economic force. 
As is well known, in Europe which 
includes the European Common 
Market (ECM) and European Free 
Trade Association (BETA) Groups, 
our exports have been receiving the 
least encouragement. In contract 
to this, India's trade with the USSR 
has risen in the last decade at a 
remarkable pace. Our exports to 
the U.S.S.R. were Rs. 10 crores in 
1953-54. In the intervening years 
there has been a phenomenal rise and 
for 1965-66 we finished off with a 
total export of Rs. 95 crores (at 
pre-devsduation prices equal to 
Rs. 149.6 crores at post-devalua¬ 
tion prices) to the U.S.S.R. Today, 
the U.S.S.R. is one of the three most 
important countries as regards our 
foreign trade. The United Kingdom 


and the U.S.A. have been our two 
major trading partners. In recent 
years, the Soviet Union has just 
emerged as our third largest partner 
in trade and economic cooperation. 
Before Independence. India’s 
foreign trade was deeply involved with 
the British Empire and was carried on 
the basis of multilateralism in which 
the convertibility of currencies played 
its roles as the othodox means of the 
clearance of the balance of payments. 
We had no well formulated plans 
for industrial development of the 
country and by and large we exported 
primary products as raw materials 
feeding the industries of other nations. 
As our imports were very small due 
to absence of industrialisation, we 
could normally secure a favourable 
balance of trade before indepen¬ 
dence. 

After the war and the achievement 
of independence, India wanted to 
build itself up and this led to large- 
scale import of capital goods, heavy 
machinery and spares that rapidly 
exhausted our foreign exchange 
resources. Our historic dependence 
on the Western countries and North 
America failed to generate the 
necessary resources with which we 
could sustain the hard core of our 
plans without going down conti¬ 
nuously on the balance of payments. 
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position. This was the situation till about the middle 
of the fifties. 

Meanwhile, countriesin the socialist block in Eastern 
Europe which for various historic reasons got seg¬ 
regated into an excluded area were achieving remark¬ 
able gains in their own industrial revolution. These 
countries and in particular the U.S.S.R. have achieved 
spectacular advances within a few years of the end of 
the War. This position was attained by them more or 
less in isolation from the rest of the world. Each one 
ofthe Council of Mutual Economic Assistance(CMEA) 
has been working within the scope of a centrally 
oriented plan. Foreign trade has had to be integrated 
to the needs of the phased industrial growth projected 
within the plan of each of the COMECON countries 
within the overall targets of the COMECON devel¬ 
opment strategy. For each one of the eight East 
European countries, imports and exports have to be 
delicately matched and this could be done more 
easily under a balanced bilateral pattern of trade 
as the conditions of free economy do not have 
anything other than a tenuous existence in this 
area. 

Commodity Exchanges 

The trade amongst these countries inter se is mostly 
being carried out on the basis of an exchange of 
commodities. he trade dependence of these coun¬ 
tries was much less than that of the rest of the world, 
being about onc-tliird of the world average. This 
may be contrasted with the growth of their industrial 
economy. Although the .socialist countries account 
for one-tenth of the world population their share 
in world industrial output reached no less than 
30 per cent. Their combined industrial output in 
1964 equalled that of the United States and was 
aquarter higher than for the whole of Western 
Europe. 

Not being trading nations and having remained 
somewhat isolated from the free world, the East 
European countries including the U.S.S.R. were re¬ 
latively starved of convertible currency. The position 
for India was about the same and when large-scale 
trade possibilities were envisaged during the later part 
of fifties, it was getting clearer that the U.S.S.R. 
and India could advantageously trade with each other 
on a balanced bilateral basis. A scheme was evolved 
in which imports into India were to be paid for in 
terms of export of commodities. Transactions 
involving free convertible foreign exchange were elim¬ 
inated and the rupee came to serve as the accounting 
unit. 


Rgphb Akea 

The rupee area thus came into existence sometime 
in 1958. The essence of the system being a clearance 
in terms of commodities and not by currency, there 
ensued a number of advantages for a developing coun¬ 
try like India. The first was that our country was 
able to import such heavy plant and machinery from 
the Soviet Union as could not have been obtained from 
elsewhere except by incurring a tremendous amount of 
erosion in our foreign exchange resources. As the 
trade relationship under the rupee system developed 
between India and the U.S.S.R. , colateral arrange¬ 
ments on the basis of credits and long-term repayments 
.scheme permitted a big expan.sion in the possibilities 
of our essential imports, as related to the plan. The 
hard core of our Five Year Plans was the development 
of basic raw materials, heavy industry, capital goods, 
steel, fertilisers, and essential imports like alloys and 
special steels, organic intermediates for drugs and 
pharmaceuticals, chemicals and petroleum products 
etc. In most of these fields, the Soviet Union could step 
in with some case being prepared to buy fn^m us some 
of our traditional exports like jute, tea, textiles, cashew, 
black pepper, tobacco and leather which they could 
not have obtained except for free froreign exchange. 
Progressively and in pursuance of their planned im¬ 
provement of the standard of living, the USSR also 
started to take in a lot of our consumer goods. 

However, the trade between India and the U.S.S.R. 
is not merely a matter of exchange of commodities. 
There are a number of agreements at the economic 
level as a result of which the relationship over a period 
of years has grown to vast dimensions. Special 
mention must be made of the vast economic and 
technical cooperation arrangements that exist between 
India and the Soviet Union and the long-term credit 
arrangements made under that. Upto 1965-66 the 
total credit obtained by India from the U.S.S.R. 
amounted to Rs. 489 crorcs exclusive of occasional 
grants-in-aid. More than half of such credit has been 
utilised, the balance remaining to be utilised during the 
period of the Fourth Plan. These credit arrangments 
incorporate a variety of developmental projects and 
involve phased supply of machinery and raw 
materials. The repayment arrangement by them¬ 
selves have established an assured olTtakc for our 
exports. It will thus be seen that the trade under a 
balanced bilateralism has moved forward over the 
years according to a predetermined and planned 
growth in the quantum of our exports both in the 
traditional and non-traditional fields to the Soviet 
Union. 
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Diversification 

I would now like to stress the great diversihcatioD 
that our trade with the U.S.S.R. has been gradually 
undergoing. Our imports have largely been of cap¬ 
ital goods and heavy machinery, fertilisers, mineral 
oils, diesel oils, fuel oils. Kerosene, alkalies, non- 
ferrous metals, asbestos, newsprint, organic chemicals, 
and other equipments and basic raw materials 
as are vitally needed for our Five Year Plans. In the 
process of exploration for such imports it has been 
possible for us to export a wide number of new 
commodities from our side to Russia. Because of the 
scheme of balanced bilateralism, our essential imports 
are being continuou.sly paid for by the export of goods 
of a matching value rather than in terras of free foreign 
exchange. The scheme as it exists with the U.S.S.R. 
thus constitutes a self-liquidating system which in¬ 
corporated within itself the mechanism of repayments 
on the basis of ‘reciprocity’ at a time when developing 
countries are all starved of means of foreign repayment. 

Thus as against the convertible currency trade 
with the rest of the world, the main advantage in this 
bilateral balanced trade pattern is that (/) we import 
only those items which are most necessary for our 
economy at comparable price for matching quality; 
we buy nothing from the rupee countries which 
we do not import from other sources; (i7) we borrow 
technology, technical know-how and capital goods 
on long-term credits repayable in kind i.e. through 
export of goods leaving no residue or burden of 
heavy foreign debts; (Hi) it promotes exportability 
of new items of our manufacture which otherwise 
face stiff competition in the industrialised world in 
the initial stages; for instance our sales of footwear, 
machine tools, refrigerators, fruit juices, thermos 
flasks, surgical gloves, knitwear and other engineer¬ 
ing goods and chemicals to the East European countries 
through these trade plans have eventually enabled 
us to sell them in the Western markets also. Thus, 
the rupee trade helps as a stepping stone to train and 
build up our manufacturers and exporters to manufac¬ 
ture and to achieve expertise and confidence to sell 
these new and difficult to sell items in the fiercely 
competitive and sophisticated world markets; (iv) 
the unit price that we fetch for our experts is level¬ 
led upwards by the bulk buying by these centrally 
planned and controlled economics with full free¬ 
dom to us to pay international prices for goods which 
we buy from these countries for our basic req uir e, 
ments; and (v) to lift the seasonal surpluses of our 
farm and plantation products which would have 
otherwise depressed our production. 
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The bulk of our exports to the Soviet Union 
consists of our traditional exports like jute goods, 
tea, coffee, tobacoco, spices, mica, textiles, cashew, 
shoes, leather and skins etc. Since 1953 the exports 
of our inelastic traditional commodities to the free’ 
foreign exchange area have been continuously sub¬ 
jected to trade adversity. The emergence of the 
U.S.S.R. as our growing trading partner has not only 
helped the marketing of all the surplus we can have 
of these commodities but also an increase in their 
unit prices. 1 will give one important example. 
Between the years 1958 and 1965 sales of tea to the 
U.S.S.R increased from Rs. 8.2 crores to Rs. 17.30 
crores, while during the same period our world sales 
of this commodity actually went down from Rs. 136 
crores to Rs. 115 crores. Our increase of tea sales 
to the U.S.S.R. may to some extent be attributed to 
the withdrawal of China as a source of supply but 
there is no doubt that our long-term trade and 
economic cooperation agreements with the U.S.S.R. 
have been able to hold back our competitors from crash¬ 
ing into the vacuum created by China’s withdrawal. 

Unit Price 

On the point of unit prices, as an illustration, 
it may be noted that the price obtained from the 
U.S.S.R. during (he year 1960-61 for our tea was 
Rs. 7.07 per kilogram as compared to Rs. 6.16 per 
kilogram of tea for the rest of the world. Some studies 
made by the Indian Institute for Foreign Trade on the 
question of unit prices of our exports to the U.S.S.R. 
indicate the advantages that have been available 
to India in respect of some other commodities as 
well. For 1964-65, the unit value index numbers 
in respect of black pepper, tobacco, jute bags, caster 
oil are higher in the case of our exports to the U.S.S.R. 
than for the rest of the world. This position is cer¬ 
tainly not unnatural. The U.S.S.R. has a popula¬ 
tion of 230 millions and the continuously growing 
trade relationship with India is be reflected not only 
in the overall quantum of the imports but also in 
the growth in their consumers of a preference about 
Indian goods. Russian preference for our consu¬ 
mer materials is also reflected in the sizeable 
quantities of shoes, sports goods, garments, knitwear, 
fruit juice, razor blades, thermos flasks, surgical 
gloves etc. that are now being regularly exported 
into the USSR. 

Consumer Preference 

Since the last decade the Soviet consumers are 
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beiog allowed to assert their preference for consumer 
goods. In the Soviet Union, consumer preference has 
still to come into full play. In the wake of the recent 
economic reforms in the USSR, this is bound to 
have a great effect on their purchases from India. 

Growth Points 

A significant growth point about Indo-Soviet 
trade is the recent sale of Bhillai steel products to 
the U.S.S.R. Under a contract recently executed, 
Russia has already purchased more than 50,0000 
tonnes of steel and if we can keep up to our schedule 
of shipments, there is possibility of exporting 2,00,000 
tonnes of steel worth about Rs, 12 crores per year. 
This may gradually increase further. This can really 
serve as a way and as an example by which our 
aided project can obtain the best international in¬ 
dustrial collaboration. As a developing country, 
we look forward to similar fulfilment for not only 
other Soviet aided and East European aided pro¬ 
jects but also from the U.S.A. and all the Western 
European countries, Japan and other industrialised 
countries. 

JtMNT Ventures 

1 have mentioned about the credit and repay¬ 
ment arrangenients. This financial mechanism has 
made possible the diverse industrial collaboration 
arrangement that have now come to form the basic 
structure of Indo-Soviet trade and economic 
relationship. All over the country we find exmples 
of Indo-Soviet joint ventures. These include Bhilai, 
the heavy machine building plant at Ranchi, the 
Heavy Electricals at Hardwar and Ramchandra- 
puram, the giant antibiotics complex in Rishikesh 
and also oil exploration activities from Rudra Sagar 
to Cambay, not to speak of the refineries at Barauni 
and Koyali. The trade relationship evidenced by 
Indo-Soviet collaborations has now spilled over into 
a number of non-commercial projects financed by 
grants-in-aid, like the Indian Institute of Technology 
in Bombay and the experimental agricultural farm at 
Suratgarh. Projects either financed or otherwise 
aided by the Soviet Union in India today would be 
too numerous to mention. I had the honour and 
the privilege to be actively associated with most of 
the Indo-Soviet projects along with similar projects 
in collaboration with other industrialised countries. 
In my long experience, the Soviet collaboration has 
been one of the smoothest and speediest. 

The devaluation of the Indian rupee on June 6, 
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1966 looked, in tiie immediate aftermath of the event, 
as if it would paralyse the entire rupee trade. But 
a series of negotiations with the U.S.S.R. and the 
other countries and a broad recognition by the 
Government concerned that the rupee used as a 
medium of foreign exchange in transactions with 
these countries should not be treated differently from 
any other convertible medium of exchange resulted in 
agreements to escalate the value of existing but un¬ 
fulfilled contracts by 47.5 per cent to 57.5 percent. 
This decision restored trade flow and maintained 
the pre-devaluation unit prices for practically all the 
traditional items. However, in recent months there 
has unfortunately been a setback in unit prices but 
this is more due to our problems relating to the lower¬ 
ing of unit prices on account of the pressure of 
devaluation from the world buyers. 

Let us now look at this trade relationship from 
the Soviet point of view. In 1956, India’s contri¬ 
bution to Soviet imports and exports amounted 
to 0.5 per cent and 1.1 per cent respectively. This 
gradually rose to 1.5 per cent and 3 per cent in 1963. 
India is now a very important trading partner of the 
U.S.S.R., the largest from amongst the developing 
countries; and more so as the rate of growth of our 
mutual trade has been very fast. The overall trade 
turnover of the U.S.S.R. is also increasing rapidly 
as a result of the greater liberalisation introduced 
in the Soviet economy in recent years. According 
to a forecast, the trade possibilities of the U.S.S.R. 
are projected at U.S. S 25.2. billion for 1970 which 
will be further upto U.S. 44.8 billion by 1980. 
Thus, their percentage increase in foreign trade is 
expected to be maintained consistently at 6 per cent 
per annum. In this background it should be possi¬ 
ble for India to participate in this trade expansion 
in a big way. 

To illustrate my point as only an example out 
of the many projects, I would again refer to tea in 
which I see great possibilities. According to the 
Soviet projection there will be a rise in the coming 
decade in their per capita consumption of tea to 2.0 
kilograms as against 0.21 Kilogram of tea per capita 
per year at present. Domestic tea production in the 
Soviet Union will, of couse, increase to some 
extent but there is no possibility of its reaching any¬ 
where upto the consumption level in that country. 
This is a situation of which India could certainly 
take advantage. The fact that U.S.S.R. has 
acquired the habit of quality brands in which India 
specialises should be particularly helpful to us. I 
think it is possible to project a similar expansion 
in the prospects of our exports of jute goods, cotton 
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and woollen fabrics, spices, cashew, light engineer¬ 
ing products, steel and steel products, shoes, chrome 
and tanned leather and skins and furniture. 

Switch Trade or Diversion 

There have been many critics of our bilateral, 
trade with the U.S.S.R. and the East European 
countries. It is true that all concepts do not always 
fit into the pattern of bilateralism and that this pattern 
like all other things is sometimes liable to be mis¬ 
used or mishandled by individual exporters or impor¬ 
ters or trade organisations. But even here, the of 
reported switch-trade or diversion is totally absent as 
far as the Indo-Soviet trade is concerned. On the 
whole the maintenance of this trade has been a 
shared problem and having had the experience of 
the past decade, it is unlikely that either India or 
the U.S.S.R. would like to lose the advantages that 
have been gradually acquired. The impact of liberal¬ 
isation on both sides would make for greater cons¬ 
ciousness in both the partners of the need for quot¬ 
ing competitive prices and to trade on the basis of 
equality, complimentariness and mutual benefit. With 
mutual cooperation and if necessary even unilaterally, 
we have to take every possible step to prevent diver¬ 
sion and totally eliminate any possibility of a switch 
trade, however, big or small. 

As 1 have earlier indicated, the rupee trade is 
no longer a matter of commodity exchanges. As 
India reaches self-sufficiency in machinery produc¬ 
tion and acquires some competitiveness in the market¬ 
ing of end products, the future pattern of Indo- 
Sovict trade should gradually take the character of 
collaboration at equal levels. In the near future 
because of our machine building industries prog¬ 
ressing fast, the U.S.S.R. may not be able to sell as 
much machinery to India, it was doing in the past. 
In my view, it is necessary for us to diversify into 
many fields of industrial cooperation with the 
U.S.S.R. so that we can exchange components and 
machinery with them on the basis of specialisation 
and horizontal division of labour. 

At the present moment the difficulty that we feel 
about trading with the U.S.S.R. is (i) expanding 
our essential requirements like special steels, alloys, 
non-ferrous metals, rare metals, fertilisers organic 
chemicals and basic raw materials in which we are 
deficient to be imported from the Soviet Union by 
their readiness to make these items available to us even 
if it means some strain on their economy; the Soviet 
Union should be prepared to earmark capacities 
in their developmental plans for producing these 


basic raw materials and special products as are 
vitally required for India’s development; and (If) 
our being able to interest the Soviet organisations 
in the purchase of goods from India within the frame¬ 
work of our general commodity list and their buy¬ 
ing more and more of our textiles, light engineering 
products, instruments, steel and steel products, 
pharmaceuticals, fine chemicals, drug.s, shoes, fruit 
juices and vegetables and other consumable goods. 
We should be prepared to establish capacities of 
producing consumer goods, traditional goods and 
other light engineering, chemical and special pro¬ 
ducts required by the Soviet economy. 

Planned Complementarinfss 

In my view, the future pattern of imports from 
the U.S.S.R. should be established on the basis of 
planned complementariness. The nuclear for such 
cooperation is already available in the form of 
many U.S.S.R. aided projects in India. The Soviet 
Government should, therefore, be persuaded to use 
the heavy engineering and electrical complexes as 
the base for operations in their economic activities 
in Asia and Africa. Thus, if they give credits for 
setting up steel plants in Africa or Asia, the Ranchi 
complex can supply the blast furnaces and other 
equipment. This in turn will mean supply of more 
components from the U.S.S.R. to India and increased 
trade exchanges. This will also assist India in uti¬ 
lising the capacities which have been created with the 
U.S.S.R. aid in the field of heavy machine building. 
The Soviet Authorities have often expressed their 
agreement to such working arrangements. 

Our exports to the U.S.S.R. will be, to a large 
extent, consumer goods. In this field, the possibility 
of growth is unlimited. With the growing level of 
affluence in the U.S.S.R., larger imports of consumer 
goods will be made by the Soviet trade organisations. 
In the building up of balanced trade with the devel¬ 
oped countries of the West, the Soviet Union will 
not at any stage find it advantageous to buy consu¬ 
mer goods from those countries at the expense of 
industrial raw materials and machinery required by 
the Soviet economy. The inference that more and 
more trade in consumer goods can be done by the 
developing countries with the developed countries 
flows from this fact. It is also advantageous for 
India to produce and export such goods. Our 
capacities already in existence arc adequate. The 
main items will be refrigerators, fans, sewing 
machines, thermos flasks, footwear, readymade gar¬ 
ments and cosmetics. The only difficulty is the cost 
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of production in India. In many cases, the cost 
goes up due to the use of expensive indigenous raw 
materials. But if indigenous raw materials used for 
export production can be supplied by Government 
at international prices as we are doing in the case 
of steel, there should be no reason to despair about 
making our prices competitive. Apart from this, 
the Soviet orders will be so large that there will be 
tremendous cost reduction on the single factor of 
economies of scale. A recent example is the willingness J 
of the U.S.S.R. to place orders in India for nearly 
Rs. 2 crores worth of a single item like thermos flasks. 

If the growth of industrial cooperation becomes 
a reality in the near future, it would be possible to 
link transactions on both sides under a guaranteed 
oflf-take arrangement. What we may envisage is 


that Indian consumer goods and to some extent our 
machinery will find a permanent place in the life and 
habits of the average Russians. Ido not know whether 
I am a little optimistic in foreseeing such a possibil* 
ity but the experience of the past decade should 
prove a beacon light to us. We can raise our two-way 
Indo-Soviet trade from the present Rs. 300 crores 
(post-devaluation rate) per year to Rs. 500 crores 
(post-devaluation rate) per year in the next quin- 
quenium. Out of our overall foreign trade (im¬ 
ports and exports) of about Rs. 3000 to Rs. 3500 
crores (post-devaluation rate) per year, this is not an 
unrealistically high or low figure for the sound and 
healthy development of Indo-Sovict trade and 
Economic Cooperation which is built on solid 
foundations of friendship and mutual benefit. 
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Integrated Utilisation of Water 
and Power Resources 


R. VENKATARAMAN 

Member, Planning Commission 

National integration is best achieved 
not only by emotional integration 
but by mutual interdependence of 
the people and the States on each 
other. While everything should be 
done to engender in the hearts of 
our children, a sense of unity and 
brotherhood, emphasis should also 
be laid on the economic inter-depen¬ 
dence of the people spread over the 
vast country. An elaborate excur¬ 
sion into the vast field of economic 
cooperation between the various 
parts of the country is clearly beyond 
the scope of an article. It is, there¬ 
fore, proposed to pick up only two 
aspects in which integration of the 
country’s resources may be achieved 
for the benefit of the whole, 

Utilisable Water Resources Less 
Tiun Requirements 

Water and power are the basic 
human needs of every civilised soci¬ 
ety. The annual rainfall in our 
country proves that nature has not 
been bountiful in bestowing on this 
country plentiful water resources. 
Again much of the rainfall occurs 
during the monsoon months and very 
little during the rest of the year. 
Also the incidence of rainfall varies 


from negligible proportion in Ra¬ 
jasthan to exceptionally high fall in 
the Assam hills. For various reasons 
mainly topographic only a small 
proportion of the rainfall can be 
utilised and the rest either flows into 
the sea or is lost by evaporation. 
In fact, the water resources 
in the country both surface, and 
underground, which can be harness¬ 
ed are hardly enough to meet the 
needs of half the area which is sown. 
The utilisable water resources of 
this country are substantially less 
than its requirements. For the 
optimum and economic exploitation 
of water resources an integrated 
development of the whole river basin 
is necessary and for this purpose, 
inter-State cooperation is essential. 
Besides, both surface and ground 
water resources available in an area 
have to be viewed together and 
treated as supplementary to each 
other. It happens that in some cases 
the most suitable site for harnessing 
water resources of a liver may lie in 
one State and the area receiving ben¬ 
efits in another. In some other casscs, 
it may be advantageous to divert 
waters from one basin to the other 
for the benefit of both the regions 
as well as the nation. Such inter- 
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linking of rivers and the utilisation of river waters 
outside the basin is not a new concept. The great 
Tamil poet, Bharati, sang of linking the Ganga 
with Kaveri. The Ravi, the Beas and the Siiltlej 
have been interlinked for the optimum water utilisa¬ 
tion in their basins as well as in Rajasthan. The 
linking of the Ganga with Yamuna is another case in 
point. The linking of Godavari with Krishna, and 
Krishna with Pennar was under contemplation in 
the days of the composite Madras State which 
included Andhra Pradesh and Tamilnad. Therefore, 
a broad national plan of flood control on the one side 
and quenching the thurst of parched earth on the 
other has to be undertaken. The apprehension 
that sharing waters with other States or regions may 
starve the currently irrigated basins has to be inves¬ 
tigated by a thorough statistical examination. Dur¬ 
ing the British days there were some suggestions for 
interlinking the whole of India by water transport 
and this aspect also will receive impetus if interlink¬ 
ing of the river basins is undertaken in a scientific 
manner. 

A National Power Grid 

Power development is another area where the 
interdependence of the country can be promoted 
and the surpluse.t of certain regions shared with defi¬ 
cit in other^s. A national grid linking Trivandrum 
with Kashmir and Assam with Gujarat is more easily 
achived than the interlinking of rivers in the country. 
Power is transmitted through wires and cables irres¬ 
pective of geophysical conditions. In Western Eu¬ 
rope, a power grid connecting practically all the States, 
France, Belgium, Germany, Switzerland, Italy, etc. 
has been established and free interchange of power 
takes place between these nations to the mutual 
advantage of every one of the participating countries. 
Similarly, East European countries exchange power 
betw'cen themselves and since there is a time diff¬ 
erential between these countries, the peak hours vary 


and the load is well distributed. An attempt in 
this direction has been made in our country by the 
formation of five regional grids in the contry. The 
Northern grid consists of Kashmir, Punjab, Rajasthan, 
Delhi, U.P. and Himachal Pradesh. The Western 
grid consists of Gujarat, Madhya Pradesh and Maha¬ 
rashtra. The Southern grid comprises of Andhra 
Pradesh, Mysore, Kerala and Madras. The Eastern 
Zone comprises Orissa, Bihar and Bengal. The North- 
Eastern Zone includes Assam, NEFA, Manipur, 
Tripura, etc. Interlinking of the several Slates within 
these regions will enable power of one region to be 
utilised in the other. The link between Bangalore and 
Madras enabled Mysore to supply 100 M.W. of 
Sharavati power to the neighbouring States during the 
drought in those regions. Thesurplus power of Mysore 
can be utilised by Goa, Maharashtra, Andhra Pradesh 
Madras and Kerala if they arc properly interlinked. 
The atomic power station in Tarapore will enable 
interlinking and exchange of power between Maha¬ 
rashtra and Gujarat. Damodar Valley was able to 
supply about 1.5 million K.W. hours per day to Uttar 
Pradesh and the Bhakra has been feeding Delhi. 

A Serious Handicap 

One serious handicap in the development of inter¬ 
state transmission lines is that no State is prepared to 
incur the expenditure thereon out of its own resources. 
In order to obviate this difficulty earmarked funds 
have been allotted for the construction of transmi¬ 
ssion lines between the States. A national power grid 
also corrects the imbalances arising out of seasonal 
variations in the generation of hydro-electrical power 
and enables the ulilisalion and exploitation of the 
local resources to its maximum extent. In a country 
where fissiparous tendencies are rearing their ugly 
head, the compulsion of interdependence will go a 
long way to resist these undesirable tendencies. 
Plans designed in this direction willl yield far greater 
results to the nation in the long run. 


January 10^ 1968 
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Devaluation of the Indian Rupee 

C, B. GUPTA 

Leader, Congresx Legislature Party, U.P. 


The Government of India have taken 
a number of economic decisions of 
great consequence to the health 
and progress of our economy. The 
devaluation of the rupee which 
involved a reduction in its external 
value by 36.5 per cent has been 
described as a better correetive to 
the price rise and distortions of the 
past than other remedial measures 
we have pursued so far. 

The Causative Factors 

First of all, I would like to explain 
those causative factors, which are 
supposed to have induced the 
Government to decide upon devalua¬ 
tion. Briefly put, the inflationary 
pressure mainly due to the rigidities, 
shortages and inelasticities in the 
economy as also to some other deep- 
seated difliculties that loomed large 
on country’s external horizon were 
mainly responsible for such an 
irrevocable step. The deteriorating 
health of Indian rupee can easily 
be attributed to various expansionary 
forces which have been operating in 
the economy since 1955-56. A 
vicious spriral was let loose which 
pushed up wages, costs and prices, 
debased the rupee and threw the 
economy into chaos. On the other 
hand, the sluggishness of India’s 


exports since 1951 is a well observed 
fact. The stagnuntion of our exports 
led to a widening gap between the 
exports and the imports. The 
unprecedented pressures on the 
balancc-of-paymcnts after Chinese 
invasion once again revived the issue 
of devaluation. There was also a 
great erosion in the value of the rupee 
in the outside world: there had 
occurred a de facto devaluation. 
The World Bank and International 
Monetary Fund drew pointed 
attention to certain relevant facts and 
suggested necessary rectification. But 
these were the economic realities as 
they were then. Clearly, devaluation 
was urgently called for and could 
not be postponed as all further aid 
negotiations hinged on it. Thus, 
the case for devaluation eannol be 
disposed of merely by saying that it 
was simply a practical necessity. 
There were urgent economic facts 
to be taken into consideration. 

Hopes of Export Revival not 
Realised 

Let me now turn to the conse¬ 
quences of a remedy like devaluation 
which was conceived as a measure 
of last resort. One of the primary 
objectives that prompted us to de¬ 
value the rupee was to give the much- 
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seeded fillip to our exports and thus buttressed our 
foreign exchange reserves which are nearly exhausted. 

In order to overcome price resistance to many of 
our exports in foreign markets, we have, during the 
last few years, tried many measures which succeeded 
only to a limited extent. Ultimately, devaluation was 
considered a more enduring and reliable way of re¬ 
storing and indeed increasing the competitive power 
of our exports. Simultaneously, it reduced the growing 
profitability of home sales and thus provided a strong 
inducement for the flow of investment in the export 
industries and thereby progressively helped to streng¬ 
then our export position. 

Unfortunately, it was only in official circles that 
great hopes were pinned on the likely growth of ex¬ 
ports as an aftermath of the present devaluation. 

As a matter of fact the manufacturers and exporters 
themselves did not take a very rosy view of export 
prospects. Since our exports suffer from double 
disabilities, deficiency of demand and inelasticity 
of supply, devaluation did not prove to be of consi¬ 
derable help in raising the volume of exports. For 
our traditional export items, vi/., tea, jute manu¬ 
facturers, cotton textiles, manganese, ore and mica, 
the lack of demand in foreign markets is a limiting 
factor. For pon-traditional goods such as new manu¬ 
facturers, engineering goods, iron ore, etc., of which 
India is a marginal exporter in the international 
markcts,<cxport promotion efforts could yield nothing 
due to the low supply conditions in respect of these 
goods. The exports of some of the commodities 
during the post-devaluation period have shown a 
declining tendency. For instance in the twelve 
months following devaluation the value of cotton 
textile export is reported to have shrunk to 
$ 78 million from the previous annual figure of nearly 
$ 120milion. 

Increasing Import Costs 

An increase in the cost of imports generally is an 
essential feature of devaluation. In India the mount¬ 
ing requirements of imports have had to be financed 
by large-scale withdrawal from our exchange reserves 
and also by massive external assistance. A note¬ 
worthy feature of our imports is that they fulfil 
the minimum requirements needed to sustain India's 
expanding economy. The stringent curbs which 
have b^ in force since 1957 have severely reduced 
imports to bare essentials without which the plan 
cannot be fully implemented. Thus, .devaluation is 
unlikely to leduce the value of imports. Even for 
enabling our existing industries to work to anything 
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like full capacity, not to mention the requirements 
of new industries that we plan to set up, we must 
arrange for a much greater flow of imports of raw 
material and components. The rise in the cost of 
imports may adversely affect the cost-price structure 
of certain essential commodities. Under the condi¬ 
tions of such inelastic demand for imports, devalua¬ 
tion is unlikely to quicken even the pace of import 
substitution. In time, devaluation by no means would 
prove an effective corrective to the massive balance 
of payment deficits. 

Sectoral Price Rise. 

An immediate budgetary consequence of devalua¬ 
tion was that all the existing obligations of Indian 
Government increased in rupee terms. Of the pre¬ 
sent total debt we owe 40.3 per cent to foreign count- 
lics and international lending institutions. As 
against this, it may be mentioned that wc need still 
larger quantities of external assistance in the coming 
years to eliminate the very need of it in the long run. 
Obviously, it will cause serious stiains and stresses 
on our international payment position. 

To some extent, devaluation is likely to aft'ccl 
favourbly the inflow of the international private capi¬ 
tal via more liberal trade and foreign exchange policy. 
By far the most unfavourable effect of devaluation is 
that it is likely to fan inflationary fires. It makes 
some sectional price rises inevitable. A survey of 
the price trends after devaluation clearly shows that 
the prices of a very wide range of the commodities 
have increased substantially. 

Prelude to another Devaluation 

Keeping these facts in view it can easily be asserted 
that devaluation cannot ensure the balance-of-pay- 
ments equilibrium which alone is its main justifica¬ 
tion. There is, however, ample evidence to prove that 
even in the long run, outlook for exports is not very 
encouraging. Some confusion and stalemate could 
have been avoided by quick decisions at Government 
level immediately after devaluation. The notable 
feature of the post-devaluation export policy which 
was announced almost after ten weeks of 
devaluation, pertains to cash assistance to exporters of 
certain selected products (mostly engineering goods) 
with sizable export potential so as to enable them to 
meet foreign competitions. On the whole, a good 
deal depends on tiic follow-up measures undertaken 
by the Government, manufacturers and traders. 
The present devaluation would prove to be a prelude 
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to another devaluation if it is dissipated by ill-con¬ 
ceived economic policies which characterised the 
pre-tlevalnation period. Certain necessary follow¬ 
up measures should be planned far in such a way as 
to achieve the goal in longer setting. 

Nfiitj roR Adi-quate Follow-up Action 

Export promotion rather than import substitution 
should receive top priority. During the last decade 
we could achieve a rate of less than four per cent 
per year. Exports have to be increased at an average 
rate of ten per cent per year during the next five 
years, and at a still higher rate after 1970-71. 
Devaluation provides the country an opportunity to 
bring about massive diversification in the present 
pattern of our trade. 

In the short run a policy of deliberate restraint 
on the domestic absorption of exportables should be 
followed. Over the longer period, the problem is 
to ensure that the production is duly expanded. The 
Government may have to arrange supplies of impor¬ 
ted inputs for really promising export industries on 
a priority basis. 

If the export of new manufactures is to be greatly 
encouraged the programme of export subsidies will 
have to extend to a large number of exportables. 


Export promotion measures similar to some of those 
adopted in Pakistan like the export bonus scheme and 
pay-as-you-eam scheme, may also be adopted here 
too for suitable categories of exports. 

In addition, the activities of the State Trading 
Corporation which intends to supplement and not 
to supplant commercial channels have to be further 
extended and diversified. 

There is need for a proper disinflationary policy 
for the ultimate success of devaluation. It requires 
pragmatic and realistic resource planning. An over- 
ambitious planning fed by growth mania will only 
further accelerate the inflationary pressures. An 
allout export drive accompanied by an effective 
anti-inflationary strategy should form the core of 
future economic policies. 

To conclude, devaluation was intended to lift 
India out of the quagmire in which the national 
economy had been floundering so long and put it on 
the road to recovery. It now depends upon the 
policy makers as to whether India will lake the road 
of discipline, chosen by countries like France and 
Yugoslavia which have had an economic rebirth as 
a result of devaluation, or whether India will take 
the road traversed by Indonesia which after devalua¬ 
tion found itself further enmeshed in the net of soar¬ 
ing prices. 
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Congress and its Role 

MIR QASIM 

President, Jammu and Kashmir 
Pradesh Congress Committee 


The Indian National Congress, now 
82 years old, has the distinction 
of being the most important 
political movement in India which 
laboured for the freedom of the 
country and continues to represent 
the urges and aspirations of the 
people. Cosmopolitan in composi¬ 
tion, its membership is open to 
every one. Throughout its chequered 
career, it has espoused the cause of 
the downtrodden and on more than 
one occasion gone into wilderness 
and borne untold suffering. In the 
early years, when the Government 
of the country used to be despotic 
and personal both at the Centre and 
in the provinces, it demanded peo¬ 
ple’s participation in the governance 
of the country and other reforms 
relating to judicial, economic, 
municipal and political matters. In 
its later stages, the Congress turned 
its attention to the problems of free¬ 
dom and of securing fundamental 
rights of the people as well as a fair 
measure of agrarian reform. It 
fought to obtain a living wage for 
the poor, to ensure food and raiment, 
housing, health and education to all, 
to eliminate the intermediaries bet¬ 
ween Government and the tiller- 
cultivators and to improve the stan¬ 
dard of living of the peasant and 


the labourer. It is a matter of his¬ 
tory that the demand that India’s 
political destiny should be deter¬ 
mined by the Indians themselves had 
been put forward in 1935 by the 
Indian National Congress, which 
asserted the right of the Indian people 
to frame their own Constitution 
without outside interference. The 
Congress reiterated this demand in 
each subsequent session but the 
British Government resisted it. 
After the outbreak of World War II, 
there was some change in the Bri¬ 
tish attitude, when in 1940 the then 
Coalition Government accepted the 
position that Indians should frame 
themselves a Constitution for an 
autonomous India, and in 1942 they 
sent Sir Stafford Cripps to negotiate 
the acceptance of their proposals 
about the grant of Dominion Status 
to India by two major political 
parties, the Congress and the Mus¬ 
lim League, the latter being their 
own creation. The proposals were, 
however, rejected by both the parties, 
the Muslim League claiming parti¬ 
tion of India on communal lines. 
Subsequently it fell upon the Cong¬ 
ress to hold discussions with the 
British Cabinet Mission on behalf 
of the Indians except those who were 
led by Muslim League on some 
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altered proposals till at last the British Govemmeat of these States to the Indian Union and their eventual 
announced on February 20, 1947, that British rule merger into the contiguous Provinces of the erst- 
in India would in any case end by June 1948, after while British India. 

which the British would certainly transfer authority During the last two decades when there were 
to Indian hands. It was at this sfeige that Lord Congress Ministries at the Centre and in the states 
Mountbatten brought the Congress and the League the Congress organisation in the country devoted its 
into definite agreement in regard to the partition of energies to rebuild a free India, which had inherited a 
the country, according to which the Congress, which dilapidated social and economic structure. The nation’s 
was taken as the representative of the whole of India economy at the time of freedom was on the point of 
minus those who demanded Pakistan, was to get the collapse owing to the accumulated burden of past 
entire country less the areas constituting Pakistan, neglect and exploitation. People residing in rural 
India became independent on August 15, 1947, on areas were not only engulfed in adject poverty but 
which date the Constituent Assembly (which had were also steeped in deep ignorance. The Congress 
come into being on December 9, 1946 and had on had. therefore, to address itself to the urgent task of 
January 22, 1947 adopted the historic Objectives raising the material as well as the cultural level of the 
Resolution of Pandit Nehru according to which Indian masses to a reasonable standard of life within 
India was to be proclaimed as an Independent the shortest time. On the initiative of the Congress 
Sovereign Republic also assembled as the sovereign organisation, the Government set up a Planning 
Constituent Assembly for India. The Constitution, Commission from which emerged Five Year Plans, 
which was passed on November 20, 1949, came into which hiive paved the way for harmonious and 
force on the January 26, 1950. coordinated economic development and reconstruction 

of the country as a whole. The economic destiny of the 
Problfms Faced with Courage and Faith nation could only be safe in the hands of a political 

party which, while prepared to go to the utmost length 
From 1947 to 1952, when the first elections under in establishing economic equality, was able to preserve 
the Constitutipn of India were held throughout the order and stability. Such a political party was the 
country, the Co.ogrcss as the ruling party had to pass Congress. One of the fundamenUil weakness of 
through many ordeals, some of them unprecedented India has been the differences and conflicts based on 
in the aniinls of the subcontinent. As, perhaps, the caste and religion. The Congress has fought against 
price for freedom, partition of the country brought communalism, parochialism and linguism and also 
in its wake barbarous inhaumanities perpetrated in against watertight compartments and vote-tight 
both the republics ending in disastrous mass migration electorates. It believes in joint electorates, where 
of millions of people from one side to the other side, a candidate appeals to all classes of voters, all inte* 

The continuous failure of monsoon over large parts rests and groups, on the basis of a common 

of the country and the resultant shortage and scar- festo, and stands for a united, strong and 

city of foodgrains was anotiier severe trial for the India. It has catholocity of outlook, ' 

Congress. Food had to be imported at high prices of no communal or sectional bias. 

causing tremendous strain on the country’s finances, jj..';,' ' \ 

while internal procurement involving collection of Fnisr Things Fir.St I "' 

grain from inillion.s of peasants and the organisation ^ 

of its distribution were no less a strain on adminis- The peasant, who is the mainstay of 'Indian 

tration. Few nations were faced with so ni|iiy.ppb- civilisation and culture, comes in for first con^j^ratlQn, 

Icms, at once stupendous and intriguing, during the with the Congress. With unecomomic holdings, 
first few years of their independent existence. That yields and paucity of credit, the bulk of the peasants 
the Congress organization and the Congress Govern- live on the margin of starvation. It was the Congress 
ment faced all these problems with success speaks which made the resuscitation of the village its primary 
volumes for both. With courage and faith both did concern and the emancipation of the tiller one of 
their, duty by the country and her people. After its main aims. It stirred the Kisans throughout the 
Independence, India was honeycombed with no fewer country and agitated for agrarian reforms including the 
than SSOj^rinccly States under autocratic rule and at scaling down of rural debts. The country, today, is 
different'stages of social, economic and educational set on road to scientific development of agriculture 
develot^eoL The Congress, thanks to the statesman- and industries which has given a new dimension to 
ship of i^rddr Patel, peacefully achieved the accession the awakening and aspirations of our people. In fact, 
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no department of national economic life is left out 
and there has been an all-round combination of 
material moral and cultural wellbeing of the people. 
In dcaline with all national and international prob¬ 
lems, the Congress has adopted a scientific approach, 
giving equal importance to moral as well as material 
values. Its outstanding contribution to world 
political thought and international relations has been 
the concept of Panch Sheet. Peaceful co-existence, 
non-alignment and disarmament are important 
aspects of this poilcy of peace and friendship with 
all countries, especially with our neighbours. 

Writing about the Congress, Pandit Nehru in his 
Discovery of India has described it in the follow¬ 
ing words: 

“At no time, even when its fortunes were low, did 
the Congress surrender to superior might or sub¬ 
mit to foreign authority. It remained the symbol 
of India’s passionate desire for independence and 
her will to resist domination. It was because 
of this that vast numbers of the Indian people 
sympathised with it and looked to it for leader¬ 
ship even though many of them were too weak 
and feeble, or so circumstanced as to be unable 
to do anything themselves. The Congress was 
a party in some ways; it has also been a joint 
platform of several parties, but essentially it was 
something much more, for it represented the inn¬ 
ermost desire of vast numbers of our people. 
The number of members on its rolls, large as 
this was, was only a feeble reflection of this wide¬ 
spread representative character, for membership 
depended not on the people’s desire to join but 
on our capacity to reach remote villages.” 23 
years after, the Congress its representative character 
intact remains a dynamic intergrating force 
•an active, rebellious, many-sided organization, 
full of variety of opinion, and not easily led this 
way or that’, the symbol of Indian nationhood. 
After independence and particularly during the 
period before the last general elections, cheap gibes 
were hurled the at Congress, which has been des« 
cribed as an autocracy of thes elected few and derided 
as monopolist body best with several evils. There 
can be no better answer to this wild criticism than 
the service which the Congress has traditionally 
rendered to tlie people and the record of its achieve¬ 
ments during the post-independence period. 

Clear Vision 

With a clear vision of the future, the Congress 
realised that independence was not an end in itself 
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but a means to an end, viz, the establishment of con¬ 
ditions in which the strength and prosperity of the 
people could be built up in order to enable them to 
lead a happy and full life. It is aware that it has not 
yet fully achieved its objective but it can legitimate¬ 
ly claim to have laid the foundation of a prosperous 
India. The Congress is not merely an association of 
individuals, whose activities are directed by a group 
of people in power at a particular moment. “Politi¬ 
cally speaking, it is a way of life, which helps the 
people in its march towards the realisation of the 
ideal of Cooperative Commonwealth.” 

The Congress stands as much for the greatne.ss 
of its vision as for translating that vision into action. 
It works against vested interests and swims against 
the current and climbs uphill because it stands for 
social equality, moral uplift and economic regenera¬ 
tion. Its measures, hitherto, may not have been all- 
comprehensive, yet it stands for the broad fundamental 
principles of reform. It has had to labour against 
inveterate resistance, and its multiple tasks of reform, 
reconstruction and transformation, awaiting comple¬ 
tion will before long get consummated. It has to 
grapple with new urges, while democracy is assuming 
new dimensions and new forces, released as a result 
of past developmental activities. The stresses of the 
changing structure of society arc in the process of 
absorption. It is evident, that the Government 
cannot meet the pressure of these problems, involving 
stupendous work. The Congress, as an organisation, 
has, therefore, to play its role and play it cflectivcly 
too. The activities of the Government and the 
Congress in the very nature of things ajc comple¬ 
mentary to one another because both pursue common 
objectives and common ends. 

Need for Introspection 

It may be that the Congress is not what it could be. 
It suffers from weakness in the implementation of its 
policies and programmes, and people feel that there 
is a gap between the political ideology of socialism 
preached by it and our actions. We talk of economic 
equality but at the same time permit concentration 
of wealth. We talk of secularism but do not vigo¬ 
rously fight communalism, casteism, regionalism and 
linguism. I think there is need for introspection 
and for giving up complacency. Any dissatisfaction 
with the other parties is not to be construed as 
support or goodwill for the Congress. We will 
have to reorganise the Congress on lines adopted by 
Pandit Nehru to make it strong and effective. If our 
efforts in this direction have been inadequate, it is 
because we have not seen clearly the challenge and its 
nature. As that is more clearly revealed, the Cong¬ 
ress, which is capable of great endeavour and has 
inherent vitality, shall surely respond. 
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The Forces of Disintegration 
and the Role of the Congress 

ARUN CHANDRA GUHA 


The Con^iress. during its existence 
of 82 years has contributed miidi to 
the development of (he idea of In¬ 
dian nationalism and for the integ¬ 
ration of the country. What were 
disjointed Btilish provinces and 
presidencies were infused with the 
idea of one country and emotionally 
formed into a nation. The process 
started by Surendra Nath Bancrjec 
was carried further to fruition by 
the stalwarts of the Indian National 
Congress. The contribution of 
Surendra Nath Bancrjec, Sir Pherozc 
Shah Mehta, Dadabhai Naoroji and 
similar other patriarchs of Indian 
nationalism should not be forgotten 
by the present generation. Then 
came the age of Tilak and the ex¬ 
tremists from 1908 to 1920. During 
this short period they gave a shift 
to the Congress as an advocate of 
aggressive Indian nationalism dis¬ 
tinct from the moderate politics of 
the earlier patriarchs. Lastly came 
Gandhiji in 1920. He wielded 
the Congress as his instrument 
and through his movement, he 
achieved independence for India. 
The Congress was the platform 
of the independence fighters 
under the supreme leadership of 
Gandhiji. 


Revolt Aoainsi Complacency 

The Congress became a real mass 
organisation under the influence of 
Gandhiji. He gave it also some socio¬ 
economic content. In fact he prop¬ 
ounded a new socio-economic 
ideology distinct from the prevail¬ 
ing capitalist economy as also from 
the rising communist economy, as 
was being experimented in Soviet 
Russia. Whatever may be the merits 
of the socio-economic content, it has 
to be admitted that the Congress be¬ 
came a powerful mass organisation 
which through non-violent methods 
could wrest independence from the 
unwilling hands of the Britishers. 
Then for 20 years in the post in¬ 
dependence period, the Congress 
ruled the entire country. Its record 
of real progress and achievements 
are not so bleak when compared to 
countries in a similar situation, India 
can show a good record of progress 
and development. The economic and 
social development of India during 
20 years of Congress rule has made 
an impact on the living conditions 
of the masses. It achieved tremen¬ 
dous success in three general elec¬ 
tions; and as a result perhaps, the 
Congress leaders devdoped a sense 
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of complacency about the future. They allowed 
the organisation to deteriorate to the detriment of 
its mass character. The most regrettable omission 
has been the task of educating the masses who 
were being decoyed by the mischievious and inte¬ 
rested propaganda of the opposition . The Congress 
liad no idea how the ground under its feet was being 
dug out and removed. The leaders ignored the fact 
that the Congress organisation had developed a 
number of weak points and that the administration 
also had not been able to satisfy the expectations 
roused among the people. The complacence at 
the top is mo.st surprising. Jt was almost taken for 
grunted that the fourth general elections would also 
give almost the same majority to the Congress as in 
the three previous general elections. It docs no 
credit to the party managers that they failed to read 
the signs of the time and realise the rot that has in¬ 
fested the organisation. They were so sure and 
complacent that the selection of candidates for the 
election was done in a most carefree manner. In 
many places people rose in revolt against the selected 
candidates or against the party bosses of their res¬ 
pective regions. 

It is still more surprising that even after the shock 
of the last general election, party leaders did not 
wake up to the enormity of the situation. They 
did not exercise any self-criticism, even after the fact 
that in many Slates the same successful Congress 
legislator? defected from the party and joined the 
opposition. What happened in Haryana may be 
the climax of a highly reprehensible political trend; 
but the defection of a senior leader like Shri Charan 
Singh in the U.P., with a group of M.L.A.’s should 
also have attracted serious notice of the leaders. 
This should have furnished an occasion for some 
serious attempt to reorganise the Congress. Rather 
there was an apparent anxiety on the part of the 
parly bosses to retain their respective positions 
each rendering support to the other. It indicates 
a sense of apprehension that the fall of one of 
the party bosses would mean the fall of the other 
party bosses; so they must all combine into a pact 
of mutual support. 

Dangers of Unprincipled Anti-Congress 
Combinations 

The debacle of the Congress organisation presents 
an alarming picture for the future of the country 
because of the ominous developments due to the 
undemocratic and anti-national attitude of most 
other political parties. Parties with contradictory and 
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incompatible ideologies have combined simply to keep 
the Congress out of power. One such glaring case 
was that of Bengal where Shri Ajoy Mukherjee, pro¬ 
claiming that he had no radical difference with Cong¬ 
ress as regards ideology, yet out of spite for the Cong¬ 
ress, joined hands with parties whom he considered 
and, perhaps, even now considers to be anti-national. 
To quote bis own words about the plan and design 
of the Left Communists whom he considered to be 
pro-Chinese, “Thousands of homes, schools, temples, 
mosques, churches and other places of religion will be 
burnt to ashes, lakhs of men and women, young and 
old will be killed; the atmosphere will become heavy 
with the lament of those who will lose their father, 
mother, child, husband or wife. Thousands of women 
will be raped; agriculture, industry and trade will be 
destroyed. One shudders to imagine such condi¬ 
tion. Perhaps, this fire will consume our freedom 
and the whole of India will be endangered.” Yet 
even after this assessment of the Left Communists, 
he has no scruples even now to stage agitation which 
can only help to strengthen the Left Communists. 
This is a glaring case of anti-national stand taken by 
an eminent opposition leader. 

Foundations of Democracy and National Unity 
Undermined 

In other spheres also, the forces of disintegration 
in the form of casteism, linguism and regionalism have 
been undermining our idea of Indian integrity. Even 
in a national crisis of near famine conditions, there 
could not emerge a common food policy accepted 
by all the States; the conflict between the surplus and 
the deficit States as regards the procurement and 
distribution of foodgrains is becoming more and more 
sharp. Hindi zealots do not seem to care about the 
feelings, sentiments, convenience of the non-Hindi 
speaking people. Different political parties have 
hardly the courage to look at things from the 
national point of view. They only pander to what 
may appear to be popular for the time being. No 
political party cares to say the right thing though 
that may be the unpopular thing for the time being. 
Whether, it is Hindi, or cow-slaughter, or student 
unrest, no political party has the stamina to condemn 
forces of social distintegration. Some may even 
welcome these as providing the objective conditions 
of the revolution which can be ushered in only through 
social chaos. The combined strength of different 
political parties gave them a majority in different states. 
They combined into an unholy coalition—ethically 
immoral and politically unstable. The combination 
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is often so heterogenous that the very foundation of 
Indian democracy and Indian national integrity 
is likely to be undermined. 

Revitalising the Congress 

That is why we feel the urgency of the Congress 
being reorganised. Without the Congress there is 
almost a political vacuum in the country. So the 
Congress has to be revitalised—for the sake of In¬ 
dia’s democracy. There has been a spate of ideo¬ 
logical utterances without any seriousness about 
implementing them. From Avadi to Jabalpur is a 
long way; and many beautiful ideological propositions 
have been propounded. What the Congress lacks is 
not ideology; what is lacking is a revitalised mass- 
based organisation. It has been more or less demons¬ 
trated through the ballot box that the old leadership 
is not approved by the masses. Who becomes the 
Congress President is not so important, but of real 
importance is the formation of the Congress units 
from the top down to the lower levels i.e. at the grass 
roots. It should not be said that the lower level 
of the Congress organisation depends mostly on 
profit hunters, opportunists and licence and permit 
holders. 

Living contact with the vital and vocal forces of 
the nation is missing now. Congress leaders should 
realise that organised labour is more or less against 
the Congress and that young employees both in 
Government and in private oflices, are mostly against 
the Congress. The students and the youth also are 
not with the Congress. It was depending so long 
mainly on the rural votes. Number does not always 


count; if the vocal and vital elements like organised 
labour, youngmen and government employees are 
against the Congress, then it is only a question of 
time when the rural areas also will be shaken and 
roused against the Congress. Youngmen may not 
have votes; but they have the energy and desperate- 
ncss of working hard for a cause. Youngmen are 
the future citizens and leaders of the future genera¬ 
tion. The Congress has a responsibility towards them 
and it cannot allow them to be led astray by the inter¬ 
ested political groups. Similarly, organised labour 
is a potential force which can paralyse transport and 
industry including many essential services. These 
are active and aggressive forces; whereas the rural 
sector is mostly passive and even inert. The active 
and aggressive element—even when in minority—can 
wield great social powers; the passive element is either 
influenced or cowed down by them. This happened 
during the last general election. 

The mistake of depending only on the rural votes 
should not be allowed to continue. The Congress 
has yet a role to play. It should not falter in a criti¬ 
cal time like the present one when the forces of disin¬ 
tegration are at work. It is only the Congress which 
can take the leadership of the nation and help it 
develop the true national spirit, which was a gift of 
the Congress to the nation and which now requires 
to be protected by the Congress. We feel the nation 
is facing a critical situation in which the Congress 
has to play a vital role. To fail in that would be 
betraying the legacy left by the venerable patriarchs 
of the later half of the nineteenth century. We have 
every hope that the Congress will not fail the nation 
which needs a correct leadership in the present crisis. 
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The Present Strategy in Agricultural 
Production 

ANNASAHEB P. SHINDE 
Minister of State for Food and Agriculture 


Apparently there is a widely held 
belief that agricultural production 
has not responded in any substantial 
measure to the national effort over 
the last several years. This impres* 
sion is obviously a result of the 
setbacks in 1965-66 and 1966-67, 
two years of successive drought over 
extensive areas in the country. Since 
the war years, the country never 
experienced an equally acute situa¬ 
tion, particularly, in respect of food 
as in these two years. 

If we look back on the decade and 
a half before these two years, the 
general picture which emerges from 
the trend of agricultural production 
as a whole would not at 
all be considered disappointing. 
In the First Plan, foodgrain 
production exceeded the target by 
more than 3 million tonnes; against 
the target of 62.6 million tonnes, the 
actual achievement was 65.9 mil¬ 
lion tonnes. In the Second Plan, 
food production came very nearly 
the targeted figure of 81.79 million 
tonnes; the actual production was 
only 1 million tonnes short. Sugar¬ 
cane production (in terms of gur) 
achieved a far higher level at 10.62 
million tonnes, against the target of 
7.93 million tonnes; and the same 
story was repeated in the Third 


Plan as well, showing a favourable 
difference of nearly 2 million tonnes 
between the targeted figure and the 
actual achievement in 1964-65. Even 
in 1965-66, a drought year, sugar¬ 
cane production was not very much 
behind what was attained the 
year before. In the Third Plan, the 
target of production for foodgrains 
was 101,6 million tonnes. In 1964- 
65 the production reached 89 mil¬ 
lion tonnes and given an equally 
favourable season in the succeeding 
year we could have approached very 
much nearer to the targeted figure. 
For the commercial crops too the 
record of production over the fifteen 
years from 1950-51 was not that dis¬ 
appointing either. 

It has been calculated that during 
the period 1949-50 to 1964-65, ag¬ 
ricultural production had gone up at 
a compound rate of growth of about 
3 per cent per annum and that of 
foodgrains production at 2.5 per cent 
per annum. If it is remembered that 
the growth of population over this 
period is about 2,2 per cent per 
annum the achievement in the field 
of food and total agricultural 
production has been maintained well 
above that rate, though in relation 
to the rising standards of living, 
even this was inadequate. 
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The above picture shows that but for the two 
drought years, agricultural production would have 
reached willy-nilly nearabout the desired levels 
by now. But unfortunately, two drought years 
have caused a big upset. Since then the national effort 
had to grapple with a situation where not only has the 
colossal damage done to crop production over the 
two years to be repaired, but the growth rates brought 
up sufficiently high to attain the targets consistent 
with national requirements. 

M ASSivE EFroRT Put in to Increase 
Food Production 

This task was taken up in all seriousness and a 
massive effort was put in since the commencement of 
the current year to raise short duration crops wherc- 
cver possible, to extend the areas under high yielding 
varieties, to construct, repair and activise the minor 
irrigation projects on a national basis, to organise 
production and supply of inputs like chemical 
fertilizers, organic manures, pesticides, implements, 
improved seeds and credit. Supporting services 
by way of extension, marketing and storage have been 
enlarged. On the whole, the price policy of the 
Government was also inspired mainly by the need to 
stimulate prixluction. 

In introdueng this new strategy for the rehabili¬ 
tation and acceleration of agricultural production, 
we have Seen encouraged and helped by certain very 
significant circumstances. ITic average Indian far¬ 
mer has become keenly aware of the contribution that 
chemical fertilizer can make to raise his yield; he is 
now hungry for them. Similarly, a number of high 
yielding, exotic and hybrid varieties of seeds have been 
tested and found congenial to various regions and 
soil types in India. A satisfactory organisation is 
being built up to produce these seeds more or less 
in the required quantities. Hitherto, wherever these 
seeds have been tried and demonstrated the farmers 
have accepted them with enthusiasm They are also 
prepared to utilise their resources for doing everything 
needed to make the land fit for cultivation under the 
new techniques and to introduce them wherever 
possible. In the matter of supply and organisation 
of inputs including credit, the Government have 
taken every step to make these available in adequate 
quantities and on comparatively easy terms. There 
is also the very useful experience and the inspiration 
gained through the working of the Package Prog¬ 
ramme Districts, where the new techniques in 
suitable combination have yielded impressive 
results. 


The New Concept of Irrigation 

One of the important changes in basic concepts 
accepted by the Government is with regard to irriga¬ 
tion. Hitherto irrigation has been looked upon as 
mainly a means of insurance against drought. This 
concept has now yielded place to another, where irri¬ 
gation is looked upon mainly as an instrument of 
increasing agricultural production. The harnessing 
of ground water resources to supplement canal water 
supplies, the optimum utilisation of water resources 
in many forms and their most careful management 
with a view to secure the highest possible yield per 
unit of area arc the main features of the new concept. 
In the current year, an additional area of about 1.3 
million hectares is being brought under minor irriga¬ 
tion programmes. Greater attention to problems of 
water utilization is being paid under the Ayacut devel¬ 
opment and water management programmes. Spe¬ 
cial schemes are being taken up in the Kosi Project and 
in the Cauvery Project for integrated agricultural devel¬ 
opment on the basis of intensive crop production. 

Intensive agricultural programmes are also being 
undertaken and strengthened in areas served by 
tube-wells and other miner irrigation works. With 
suitable development of irrigation facilities and there¬ 
by more dependable water supply, an expansion in 
the acreage under high yielding varieties is possible. 
The rice varieties which by 1970-71 are expected to 
cover about 5.1 million hectares have already given 
proof of much superior yields during 1966-67 when 
for the first time they were tried on Indian soil on 
an extensive scale. Taichung Native I variety of rice 
is understood to have given yields ranging from 
3,363 to 6,725 kgs. per hectare {3000 to 6,500 lbs. 
per acre). In Mysore and Kerala, Taichung 65 and 
Tainan 3 gave yields ranging from 4,484 to 6,725 kgs. 
per hectare (4,000 to 6,000 lbs. per acre), ADT-27 
variety of paddy also gave yield ranging from 4,484 
to 5,605 kgs. per hectare (4,000 to 5,000 lbs, per acre). 
Even in areas affected by drought, the performance 
of high yielding varieties was better than the indigenous 
varieties. For 1967-68, the target of 6.07 million 
hectares (15 million acres) has been fixed for the 
high yielding varieties programme; 2.4 million hec¬ 
tares (6.0 million acres) coming under kharif crops 
and the balance under rabi crops. Practically for 
the entire targeted area, arrangements have been 
made for seeds. Likewise, fertilizer allocations were 
made and despatches have followed. Adequate 
supplies of pesticides and other plant protection mater¬ 
ials are also available. For the provision of credit 
by cooperative societies to members who arc parti- 
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cipating in flhc High-yielding Varieties Programme 
certain relaxations in advancing credit have been 
allowed by the Reserve Bank of India. 

Subsidiary Food Crop Programme 

Besides, there is a full-fledged subsidiary food crops 
programme intended to augment the nutritive value 
of the average Indian diet through the addition of crops 
like potato, sweet-potato, tapioca and fruits like banana 
fish and milk. The areas under these crops and the 
facilities for producing them are being augmented. 
There is also a well-planned programme to minimise 
losses in storage and marketing through suitable 
modem arrangements. For fertilizers, the domestic 
production is increasing and to make up the balance 
of requirements, the Government have arranged the 
needed foreign exchange. Needless to say, that the 
domestic fertiliser industry is being given a new 
impetus, though it may still take the country a few 
more years to attain self-sufficiency in fertilizers. 
Likewise, the Government are anxious to ensure that 
production of pesticides and plant protection equip¬ 
ment in the country also proceeds fast, to cope up 
with the rising needs; so too with the requirements of 


agricultural machinery. Seed Corporations are 
being set up in State to coordinate arrangements 
for seed production, seed certification and seed 
distribution. The Agro-Industries Corporation will 
act as liaison between the manufacturers of agricultural 
machinery and implements and the farmers, and will 
undertake hire purchase, besides looking after probl¬ 
ems of financing, marketing and servicing of the 
machinery and equipment. To meet in full the credit 
requirements for agriculture and for the development 
of agro-industries, Agricultural Credit Corporations 
would be set up in the States as a supplement to the 
cooperative movement. The commercial banks arc 
being asked to enter agricultural financing as a regular 
par tof their operations. 

The small farmers, particularly, will be receiving 
special attention. They alone will be receiving subsi¬ 
dies. A suitable network of implement-workshops, 
tractor-servicing stations etc. is also being organised, 
specially for their benefit. 

In the light of this all-round and well-disciplined 
programme already in stride, one can hope that the 
country will in a few years achieve the desired levels 
of crop production leaving the recent years of drought 
and damage as no more than unpleasant memories. 
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On Way to Self-Sufficiency in 
Defence 

L. N. MISHRA 
Minister of Defence Production 


We became a bo\ercign nation with 
the dawn of independence in 1947. 
Sovereignty implies that we should 
be free to choose our own form of 
government and our line of approach 
on international issues. Internally 
we have chosen a democratic way 
of life. In our external relations, 
we have adopted a policy of non- 
alignment and peaceful co-existence. 
Wc seek friendship of all and bear 
enmity to none. With the pursuit 
of these principles we had hoped 
that wc would be left in peace to 
fulfil our plans of economic devel¬ 
opment, Unfortunately, one of 
our neighbours was not prepared 
to tolerate our own system of go¬ 
vernment and on the pretext of 
territorial claims made a treacherous 
attack on us in 1962. We had all 
along believed in peaceful and 
friendly professions of our Chinese 
neighbour. 

In regard to another of our neigh¬ 
bour we thought that we had creat¬ 
ed conditions for a long and lasting 
peace by accepting partition of our 
country. However, Pakistan was 
also not reconciled to our political 
philosophy of secularism and dragged 
us into unnecessry conflicts invading 
our territory a number of times. 


These hostilities opened our eyes 
to the dangers that we face. The 
Chinese attack revealed certain short¬ 
comings in our defence prepared¬ 
ness. Believing in the sincerity of 
our neighbour, wc never imagined 
that we would be called upon to 
fight for the defence of our country 
in high mountains covered with 
snow for a large part of the year. 
We were neither equipped nor train¬ 
ed to fight in these regions. Our 
equipment had also to be moderni¬ 
sed. Pakistan’s hostilities, when 
several Western countries completely 
stopped assistance in defence field, 
highlighted the urgency of complete 
self-reliance. A free nation must 
depend on its own strength if it 
wants to retain its freedom. 

Defence Reoriented 

Our defence preparedness had to 
be reoriented to meet this twin threat 
to our security. Soon after 1962, 
we started reorganisation of our 
armed forces primarily with a view 
to modernise its equipment and to 
become self-sufficient. 

In the direction of self-reliance 
in defence material, we have made 
considerable advance and I can 
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say with a degree of conildence that our armed 
forces today are fully trained, equipped and are on 
the alert all the time and they can meet any threat 
to our sovereignty. 

But, equipping of a modern fighting force with 
its highly complicated electronic and automatic 
devices is no easy task. We had to switch over from 
old orthodox weapons to new modern and automat¬ 
ic weapons, from the older and slower piston engine 
aircraft to faster jet aircraft. The methods of detec¬ 
tion and signal communications have changed 
tremendously involving use of highly sophisticated 
and costly equipment. All these have not only to 
be developed but produced in adequate quantity to 
meet our requirements. 

In light arms and ammunition we have become 
completely self-sufficient. Out weapons compare 
with the best in the world. And our infantry has 
no longer to depend on foreign sources so far as its 
requirements are concerned. This is largely due to 
the enormous contribution made by our Ordance 
Factories and the scientists and technicians engaged 
therein. We have made rapid progress in producing 
the type of artillery required by our modernised 
armed forces. 

Production of Vijayanta tanks not only has com¬ 
menced in the country but also actual delivery too 
has been made to our fighting forces. 

In the field of aeronautics, wc have developed our 
own fighter and a number of other aircraft to meet 
the requirements of both the Army and the Air Force. 
Our plan to produce Mig aircrafts in collaboration 
with a friendly country, the USSR has already started 
yielding results and we have made deliveries of a 
number of them to our Air Force already. This 
will give added strength to our Air Force which is 
already in possession of the famous Gnats and other 
planes along with the new helicopters which we have 
produced for use in high altitudes. With the prog¬ 
ress that we are making in this field wc hope we will 
soon be on the road to self-sufficiency in the matter 
of aircraft requirements also. 

Our Navy, though small, requires war-ships and 
we have made a beginning with the construction of 
a modern war-ship in one of our public sector yards 
in Bombay. Considerable progress has been made 
in the production of heavy vehicles required by the 
Defence forces as well as radar and communication 
equipment including different types of wireless sets. 

Our fighting forces are, therefore, assured of 
getting the most modern equipment necessary to 
enable them to discharge the tasks assigned to them. 
These tasks, include the defence of our land borders. 


air-lancs, sea-lanes and the protection of our cities 
and industrial areas. 

Sound Industrial Bash Necessary tor Self-Suefi- 
ctENCY IN Defence 

Self-sullicicncy in defence cannot be achieved 
without a sound industrial base. This is necessary 
to supplement the production of ordnance factories. 

It Is, therefore, imperative to develop an industrial 
base in the country. Efforts have been initiated and 
considerable progress has been made in producing a 
large number of items required by defence in the civil 
sector. They are being assisted in the techniques 
and the know-how required Ibr producing these 
items. 

A sound industrial base is a ncces.sary comple¬ 
ment of ordance factories and no country can hope 
to be self-reliant unless its industry can be geared 
lip to produce arms, ammunition and their vital 
components when called upon to do so. 1 have no 
doubt that with the interest that has been generated 
for the manufacture of some of these items in the 
civil sector, more and more industries would come 
forward to take up their production so that the 
country can have a sound and wclll-cstablished 
industry which can cater to the needs of defence 
at any time at short notice. 

As elsewhere, wc cannot be completely self-sulfi- 
cient in the matter of all raw materials, scarce metals 
and other commodities which are required to prod¬ 
uce equipment and weapons for the armed forces. 
To lhatextent we have to rely on imports. However, 
adequate steps have been taken to ensure that the 
country has always at its command a reasonable 
supply of these vitally needed imported items to meet 
its production requirements. 

Very soon it would be possible for us to equip 
our armed forces with all the modern and sophisti¬ 
cated weapons needed to meet the challenge that 
modern warfare has thrown to us. 

Our Forces Capable of Meeting any Threat 

India’s defence production establishment has 
acquired the capability of mastering the latest 
techniques and producing modern equipment. 

No equipment, no aircraft, however, modern and 
sophisticated, can be really effective unless it is in 
hands of men fully trained and capable of handling 
them. Battles can be lost even with the best equip¬ 
ment if the men behind it do not have the capacity, 
knowledge and courage to handle it during war. Any 
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country which depends for its defence solely on its 
own armed forces has to ensure that its manpower 
is fully and properly trained to meet all eventualities. 

We arc fully conscious of this and in this branch 
of our activity we arc as far ahead as anybody else 
in the world. Many foreign visitors who have 
seen our men handling this highly sophisticated 
equipment have been struck by the intelligence, ability 
and agility of the men in charge of these machines. 

Our people should know that their security is in 
the hands of a highly efficient body of men equipped 
with the most modern weapons and that its defence 
forces are always ready to meet any threat to the 
security of the country. 
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THIS IS NOT A 
FOOT CANDLE 



...a foot candle is the amount of 
illumination on a surface. 

It is an important factor taken 
into consideration when 
adequate and systematic lightinfi 
is planned. It is not sufficient 
to supply "just enough" light. 
The marginal value can 
mean the difference between 
comfortable vision and 
strain. Ensure that you have 
all the light you need. 

The extra lamp you fit may be 
the one you desperately 
need to achieve the correct 
lighting level. Your eyes arc of 
vital importance... remember 
you only have one pair. 


Make your mott* 

'•LIGHT MORE LIGHT'] 



THE CALCUTTA ELECTRIC 
SUPPLY CORPN. LTD. 
Victoria House, Calcutta-1 
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Education and the Medium 
of Instruction 


BHAGWAT 3HA AZAD 

Minister of State for Education 

The Indian National Congress has 
always held the view that the concept 
of Indian national unity is pyrami- 
dical rather than monolithic. Us 
essence lies not in dead uniformity 
but in seeking ‘unity in diversity'. 
It also a.ssumes that there is nothing 
wrong in people having a legitimate 
pride in their region or language so 
long as they can rise above these 
considerations, when necessary, and 
place the nation above everything 
else. The Indian National Congress, 
therefore, has always pleaded for the 
development of all the regional 
languages of the country side by 
by side with the development of an 
Indian language, Hindi, as a link 
language for the nation as a whole. 
It has fought against British imperia¬ 
lism but it has never developed any 
hostility to the Englishman. Sim¬ 
ilarly, while it has always protested 
against the role of English as a status 
symbol of a small privileged and 
exploiting class, and against its 
use as a medium of education or as 
a language of administration, it has 
always welcomed its cultural contri¬ 
bution to the intellectual advance¬ 
ment of the country as a whole. 
It is in the light of these basic poli¬ 
cies that the problem of education 
and the medium of instruction will 
have to be examined. 


The problem has already been 
solved, to the satisfaction of all 
concerned, at the school stage. 
There was a time, in our modern 
system of education, when English 
was used as a medium of education 
even at the secondary stage. But 
that situation no longer exists and 
it is now universally agreed that 
school education should be provided 
in the mother-tongue of the child. 
This is also the practice in all parts 
of the country. The only problem 
that now remains to be solved, there¬ 
fore, refers to the university stage 
where English still continues to 
be generally the sole medium of edu¬ 
cation. 

Policy Aims at Development of 
All Regional Languages 

The policy of the Indian National 
Congress is to develop all the In¬ 
dian languages included in Schedule 
VIII of the Constitution and use 
them as media at the university 
stage. This is necessary on social, 
political and academic grounds; and 
it is felt that unless these languages 
of the people are fully developed 
and used as media at all stages of 
education, the standards of education 
will not materially improve, the 
creative energies of the people will 
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not be released, knowledge will not spread to 
the masses, the process of modernisation will 
not be accelerated and the gulf between the intelli¬ 
gentsia and the people will not be reduced. This 
proposal has also had the full support of all our great 
national leaders like Rabindranath Tagore and 
Mahatma Gandhi. It has been blessed by the acade¬ 
mic bodies such as the Radhakrishnan Commission, 
the Emotional Integration Committee, the Education 
Commission, the Central Advisory Board of Educa¬ 
tion and the Vice-Chancellors’ Conference of 1962 
and 1967. The Government of India accepted it 
as its educational policy and announcements to this 
effect have been made in the Parliament by Dr. K.L. 
Shrimali in 1963, by Mr. M.C. Chagla in 1964 and 
Dr. Triguna Sen in 1967. It has also been accepted 
as the educational policy by all State Governments 
who are also simultaneously taking steps to adopt 
the regional languages for all administrative purposes 
in their areas. 

It must also be remembered that the changeover 
to the regional languages as media of education has 
already started—as of today, 35 universities in the 
country allow a regional language as a medium of 
examination. In nearly 15 universities, the propor¬ 
tion of students opting for regional languages as 
the media for this level is 90 per cent or more. In 
17 universities the regional languages can be used as 
media of education at the post-graduate stage also. 
The process of changeover is being quickened by 
several factors such as the keenness of the State Go¬ 
vernments to effect it as early as possible, the adop¬ 
tion of regional languages for administrative purposes 
in the States, and the virtual breakdown of English 
as a medium of education in many places. The 
process is irreversible. 

Need for PLANNm> Changeover 

The only unfortunate part of this process is that 
this change is being brought about in an ad hoc and 
casual manner. There is na plan behind it; no size¬ 
able attempt to produce the necessary literature; no 
programme to strengthMi simultaneously the teach¬ 
ing of English as a library language to enable the 
student to have direct access to the growing know¬ 
ledge in the world; no interest in orienting and re¬ 
equipping the teachers for the new responsibilities 
and so on. The question before us is not whether 
we shall have the regional languages as the media or 
not. The question has been settled. The only 
choice before us is: shall we drift into the change- 
over-under the pressure of unacademic forces, with- 

Jmuary lOt 


out a plan, without adequate preparation and without 
the essential safeguards; or shall we take the trou¬ 
ble of carefully planning the change? The choice 
of course is obvious. We must bring about a plan¬ 
ned change with a Niew to raising standards. This 
is precisely what the Government of India is trying 
to do. 

The common man in this country and his languages 
have suffered heavily in the past. For centuries, 
these languages were neglected in favour of Sanskrit, 
the language of a small elite. They were later set 
aside in favour of Persian. For the last 160 years, 
they have again been denied their rightful place— 
this time in favour of English. This intellectual and 
cultural strangulation of the ordinary man must end. 
The common man is already on the move and his 
language demands recognition. There is no power 
under the sun which can deny him his proper status 
in the social, economic and cultural life of the nation 
any longer: nor can any power deny his language the 
place it deserves in higher education. 


With best compliments 

from 


M/s. S W A I K A 
VANASPATI PRODUCTS LTD. 

manufacturers of 

TELEPHONE BRAND VANASPATI 

enriched with Vitamin A ft D 

18*B. BRABOURNE ROAD 
CALCUTTA-1 
22-7661 (3 Lines) 

Telex. SWAIKA CA 238 
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Education and National 
Development 

SHER SINGH 

Minister of State for Education 

The oldest tradition in education is to 
rcgiird it as an academic discipline, 
as an instrument for the preservation 
of knowledge and culture of 
a people and for their further 
extension. Then arose another 
tradition, based upon the emphasis 
on the individual in which education 
was regarded as a means of 
drawing out the best in the child, 
or as an instrument which will ena¬ 
ble him to develop all his potential 
capacities to the utmost. Last of all, 
a third tradition arose when the 
emphasis shifted from the individual 
to the society and it is now held that 
the main objective of education is to 
secure the development of the society 
as a whole to enable it to meet 
its challenges and to realise its 
aspirations. 


Harmonious Blcndino of 
Educational Traditions 

It is obvious that these three 
traditions are neither mutually exclu¬ 
sive nor necessarily contradictory. 
In fact, in every good educational 
system, all these three traditions 
have to be blended harmoniously. 
The preservation of knowledge and 
culture and its further extension is 
the prime pursuit of mankind and 


without it no society can develop 
nor an individual, grow. Similarly, 
every effort to bring out the 
potential capacities of every child will 
certainly result in improvingthe social 
order as a whole and contribute to 
national progress. Conversely, if 
society overcomes its problems or 
realises its aspirations, it is bound to 
provide a fuller and richer life to 
its individual members and thereby 
enable them to develop themselves. 
The essence of the problem, 
therefore, lies in deciding the 
manner in which all these traditions 
can be combined and the relative 
emphasis to be placed on one or 
other of these because the form of 
the combination as well as the rel¬ 
ative emphasis change from country 
to country and even in the same 
country, from time to time. This is 
therefore, one of the major 
problems facing us in educational 
reconstruction. 

In ancient Indian education, the 
emphasis was on the first of these 
three traditions, viz, the use of 
education to preserve knowledge 
and culture. This was but natural. 
In those days, the art of printing 
had not yet been invented and all 
knowledge had to be passed on 
from person to person and most of 
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It had to be committed to memory. A certain 
proportion of the young persons in each 
generation had, therefore, to be selected for 
this purpose and given this onerous responsibility 
of a long apprenticeship in studies followed up 
by a life-long career as a teacher and a student. The 
welfare of the individual as well as the general 
aspects of social development were subordinated to 
the one overriding consideration to preserve the 
knowledge and culture of the pupil. But they were 
not neglected either. Society honoured the individ¬ 
uals who thus dedicated themselves to leitrning and 
looked after them. As a result of their work in 
preserving and spreading knowledge, society itself 
was helped to grow. 

When the modern system of education began, the 
principal educational objectives became essentially 
dilferent. The objectives of Government were polit¬ 
ical and administrative -they wanted to win theloyalty 
of the people and to train persons who could be emp¬ 
loyed in the different branches of administration. 
But the people themselves were guided by individual 
considerations. To be educated in the modern system 
implied the development of one’s capacities which, 
in their turn, would bring economic security and 
social status. It is true that some persons considered 
these objectives as minor and emphasised the pursuit 
of modern knowledge and its further extension as 
their primary objectives. But these were a minority. 
By and large, the main tradition that grew up in this 
system was that of individual betterment—intellec¬ 
tual, cultural, economic and social. It is true that 
even such individual pursuits did lead to the other 
two objectives. The study of ancient literature and 
history was now developed on modern lines and the 
spread of education led to a general awakening in 
the country, to the freedom struggle, and ultimately 
to the attainment of independence. But these were 
subsidiary advantages, not the main objectives of 
the educational system. 

With the attainment of independence in 1947, 
and the adoption of the Constitution in 1950, we have 
now launched ourselves upon a great adventure in 
national development. We must make the country 
strong and united so that it can defend its hard-won 
freedom. Wc must modernise our agriculture and 
increase our food production so as to become self- 
sufficient as early as possible. We must also develop 
our industries rapidly and increase the national income 
so that the general standard of living of the people will 
be substantially raised and a minimum standard can 
be guaranteed to every individual. We have to 
sb’cngthen democracy and introduce a socialistic 
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order based on the basic human principles referred 
to in the Preamble to our Constitution—justice, 
equality, liberty and the dignity of the individual. 
We also cannot forever remain, as we now are, at 
the receiving end of the stream of the growing 
knowlege in the world. We must make our own 
contribution to its growth and earn for ourselves an 
honourable place in the comity of nations. 

If these needs and aspirations of the nation are 
to be met, quickly and satisfactorily, it will be neces¬ 
sary to shift the present emphasis from the individual 
to the social objectives of education and to make a 
deliberate use of education as a powerful instrument 
of social change and national development. This 
does not, in any way, imply that the other objccUvcs 
of education arc to be neglected. The school system 
will have to treat each individual as a unit and help 
him to grow to the full. The academic aspects of the 
education must continue to receive attention and 
special attention will have to be paid to the 
development of research. At the same time, the 
educational system will have to be so transformed 
that it can help us to meet our challenges and to 
realise our aspirations. 

Education for National Development 

How is education to be developed as an instrument 
of national development? A number of proposals 
can be suggested and these can be grouped in three 
main heads: (i) transformation of the educational sys¬ 
tem to meet the life needs and aspiration of the people; 
(/<) expansion of educational facilities and equalisa¬ 
tion of educational opportunities; and (///) qualitative 
improvement of education at all stages and in all 
sectors. 

Programmes intended to transform the educational 
system are extremely important. Among these, prio¬ 
rity will have to be given to those which will enable 
the educational system to assure full responsibility 
for promoting national consciousness. The schools 
must make every child feel proud of his past and of 
of being an Indian. They must also give him a faith 
and confidence in our future. They should enable 
each child to discover India by himself, to appreciate 
the unity in diversity it stands for and to become 
passionately committed to the great human values of 
justice, equality, fraternity, liberty, and the dignity 
of the individual. This objective will have to be 
developed through all curricular and co-curricular 
programmes. 

Another programme of transformation is to 
relate education to productivity so that an educated 
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individual becomes, not a problem, but an important 
productive resource. This will create desirable 
results—expansion of education will lead to greater 
economic growth which, in its turn, will provide 
additional resources for further investment in 
education. This can be done by introducing work- 
experience as a part of all general education so that 
our children will learn to use their hands and become 
avvarc of the dignity of labour by emphasizing .science 
and technology; by vocationalising secondary educa¬ 
tion; and by emphasis on professional education and 
scientific research, especially that which oriented to 
the development of agriculture and industry. 

Yet another programme of transformation is to 
develop a sense of social responsibility and to cul¬ 
tivate social and moral values. As the Education 
Commission has pointed out, “while the combina¬ 
tion of ignorance with goodness may be futile, that 
of knowledge with a lack of these essential values 
may be dangerous.” In all good education—and 
this is what we desire to provide to the rising genera¬ 
tion— we must make a balanced combination of 
programmes which cultivate intellect with those which 
promote a national consciousness and a .sense of 
social responsibility. The latter element has been 
sadly lacking in our educational system; and it is 
from this point of view that the Education Commission 
recommended that a programme of national or 
social service which would involve teachers and 
students in meaningful and worthwhile programmes 
of nation-building, should be evolved at every stage 
of education and made an integral part of the educ¬ 
ation process. 

Expansion of Educational Facilities 

So much for the transformation of the educational 
system. Then comes the second important clement 
of the educational reconstruction we need and on 
which we are all agreed, namely, a large-scale 
expansion of educational facilities in order to provide 
equality of educational opportunity for all. Here, 
the greatest emphasis must be placed on primary 
and mass education. It is a pity that our literacy 
percentage is only 30 and that the number of illiterates 
is continually increasing : even today, primary edu¬ 
cation (i.e. Classes I-VII or I-VIIl) is not free in four 
States. Even now, the enrolment in Classes I-V is 
only about 80 per cent of the population of the cor¬ 
responding age-group and that in Classes VI-VIII, 
only about 35 per cent of the corresponding age-group. 
The rates of wastage and stagnation are high and the 
quality of education poor. We should make primary 


education immediately free, liquidate illiteracy and 
to provide good and effective education for five years 
by 1975 and for seven years by 1985. At the secon¬ 
dary stage, the development of terminal vocational 
courses has to be increased several-fold so that the 
vast majority of students would be diverted into 
various walks of life and not press for admissions to 
universities. Today, secodary education merely fits 
a boy for a college (if it achieves anything at all) and 
almost unfits him for everything else. This sorry 
situation has to be changed. At the university stage, 
stress has to be laid on the expansion of professional 
education and post-graduate courses. Moreover, at 
all stages of education, an attempt has to be made to 
expand facilities for part-time and whole-time educ¬ 
ation with a view to bringing under the influence of 
the educational system, a large number of persons 
who desire to educate themselves but cannot do so 
on economic grounds. 

Qualitativb Improvement 

The third element of our educational reconstruc¬ 
tion is even more important, viz., qualitative improve¬ 
ment. I am afraid the question of quality versus 
quantity has often been wrongly posed. It is not 
a question of ‘either-or’ at all. The quality of teachers 
will have to be improved by providing better remune¬ 
ration, better conditions of work and service, and 
better facilities for professional advancement. The 
other important programmes should include; provision 
of improved text-books; improvement of curricula; 
leaching and evaluation; provision of adequate 
student services and especially the provision of free 
books or establishment of text-book libraries; evolu¬ 
tion of a large-scale programme of talent-search and 
scholarships; and above all an intensive utilisation 
of facilities and the creation of a climate of dedicated 
and sustained hard work in all our education^ 
institutions. 

If this large-scale programme of educational 
reform has to be conceived, planned and implemented 
in all parts of the country, we will have to transform 
the existing system of educational administration. 
The centre of gravity in educational planning will 
have to be shifted to the State level and within the 
broad terms of the National Policy on Education, 
each State Government will have to prepare long¬ 
term and short-term plans of educational develop¬ 
ment for its area. 

State Government will also have to pass an 
Education Act to help implement its plans and to 
provide a statutory basis for education. The process of 
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planning from below will also have to be developed 
side by side. The district, as I have said earlier, will 
have to be accepted as a basic unit in educational 
planning and each educational institution will have 
to be encouraged and assisted to prepare and imple¬ 
ment developmental plans of its own, both short-term 
and long-term. This will make the entire educational 
system elastic and dynamic and provide full scope for 
initiative and experimentation on the part of schools 
and teachers. 

All this will also involve a considerable increase 
in our investment in education. Good education 
cannot be had on the cheap; and if we desire to have 
good and abundant education for all, we must be 


prepared to spend for it and to make the necessary 
sacrifices. This may also involve, as the Education 
Commission has pointed out, a total readjustment of 
the Central-State relations in educational finance. 
At the same time, I would like to emphasize the need 
to make our resources go the longest way throu^ 
better planning and intensive human effort. At 
present, we waste a good deal of the resources we 
have. It is easy to spend money, especially when 
it is somebody elsc’s money. But it is more difficult 
to spend thought and to put in human effort. A poor 
and a developing nation like ours must emphasize 
good planning and human effort far more than 
investment in terms of physical and material resources. 



Helping the plans 

Saving or spending—do It through 
a Bank and help us increasingly to 
serve you and the National Plans. 


U8F 6iil 61 
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Family Planning Programme in India 

S. CHANDRASEKHAR 

Minister of State, Health and Family Planning 


Thk problem of population growth 
is of pivotal importance to our coun¬ 
try. The rising tide of our growing 
numbers is constantly offsetting tJie 
gains of the two decades of our free¬ 
dom. During the post-indepen¬ 
dence era the country’s industrial 
production grew by 150 per cent, 
educational facilities increased by 
300 per cent and food output by 
about 70 per cent. In addition, 30 
million additional jobs were created. 
The progress made during the two 
decades would have been highly 
significant but for our population 
increasing at the rate of 13 million 
per year. This growth has meant 
that today in spite of progress made, 
nearly 63 million children are out 
of school and 10 million people are 
out of jobs. Our per capita food 
consumption has also declined and 
we have a shortage of 741,00,000 
houses as well. 

Our Peculiar Phenomena 

Population growth by itself is not 
bad but it must not outstrip indus¬ 
trial and agricultural growth and 
development. The peculiar pheno¬ 
menon in our country is that with 
only about2.4 per cent of the world’s 
land area we have to support 14 
per cent of the world’s population. 


This is a veritably impossible task. 
The country’s resources are insuffi¬ 
cient to meet the requirements of 
the existing 515 million people, and 
with these resources we obviously 
cannot also increase the standard 
of living of our people. Our 
dilemma is that while our resources 
increase slowly, our population 
growth has been alarmingly rapid. 
The country’s salvation lies in all¬ 
round developmental activity and, 
to make it purposeful and meaning¬ 
ful, the growth of population has to 
be restricted. Only in this way can 
we raise the level of living of our 
existing numbers. 

Our population growth has been 
accentuated by a steep fall in the 
country’s mortality rate due to the 
eradication or control of major 
communicable diseases. The death 
rale has come down from 48.6 in 
1921 to 16 per thousand today. 
Our expectation of life has increased 
to 50 years. 

The third peculiar phenomenon 
is that whereas in Western countries 
the birth rates declined rather un¬ 
consciously because of industrializa¬ 
tion, in our country, it is by a 
conscious reduction of the birth¬ 
rate that we can accelerate the pace 
of development. 
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The sheer size of our country, with 560,000 villages 
and 3,000 towns and cities, a mixture of ancient means 
of communication and transport with a sprinkling 
of modem ones, diverse cultural and linguistic traits, 
a low literacy rate and the understandable tradi¬ 
tional resistance to change—all these pose a perp¬ 
lexing situation both for the communicator and 
administrator. 

Reausation of Importanci- of Family Planning 

The Government of India was the first government 
in the world to officially sponsor a family planning 
programme and our successive Five Year Plans of 
economic development have placed increasing 
emphasis on this programme. 

The main purpose of our family planning prog¬ 
ramme is to bring down the birth-rate from 41 to 
25 per thousand of population. The operational 
goal is to motivate and provide facilities for the prac¬ 
tice of family planning for 90 million couples in our 
country. The achievement of this objective will not 
only help individuals to have small and economically 
viable families, but will enable the country lo reach 
the take-olT stage for development. 

Implications of Objective 

The family planning organisation in the country 
is very ffluch aware of the fact that the prime objec¬ 
tive of bringing down the birth rate has profound 
implications. It means not merely the achievement 
of a statistical objective but, in a way, the changing 
of human behaviour and the modification of the 
attitudes, values and beliefs of the people so that 
the small family becomes not only a social norm but 
also a highly desirable personal goal as well. 

Basic Assumpiions 

Keeping all the factors in view, the basic assump¬ 
tions underlying the family planning organisation 
are that: 

(a) there must be a felt-need for the services in 
order that these may be accepted by the 
people; 

(b) parents alone must decide on the number of 
children they will have, taking into account 
their responsibilities towards one another 
and the community as well as their obliga¬ 
tions to their children; 

(c) services must be made availaWe to the people 
as near to their homes as possiUe; 


((/) the people should be approached through 
media they respect and through their recog¬ 
nised and trusted leaders without offending 
in any way their religious feelings, sense or 
morality, conscience or family responsibilities. 

Guiding Principles 

Furthermore, since the implementation of the 
programme aims at changing individual behaviour, the 
organisation has to be guided by certain fundamental 
principles in order that the objective may be realised 
with the least possible dissonance for the individual 
and the society. The guiding principles of the prog¬ 
ramme’s organisation, therefore, are that; 

(a) individuals readily change their behaviour 
provided such change is in their own interest 
and when such change is needed by them; 

(b) the change has lo be socially desirable and 
approved and advocated by their peers; and 

(c) the change can be brought about with the 
least trauma when the individual concerned 
or his representatives are involved in 
planning and implementation of the 
programme. 

Task-Orientfd Organisation 

The organisation of such a programme has to be 
flexible and task-oriented. In addition, the urgency 
of the programme requires that to provide the services 
nearest to the doorsteps of the people, mobile service 
and training units supplement the efforts of the tradi¬ 
tional static units. 

This programme for the welfare of the masses 
needs their active cooperation and participation. 
The administration at all levels has, accordingly, 
been designed lo serve this end. 

Also, to give the programme proper direction and 
policy clearance and to have a regular review of the 
progress made, a Cabinet Committee at the Centre 
headed by the Prime Minister is functioning and 
meets from time to time. Similar Cabinet Committees 
headed by the State Chief Ministers exist in most of 
the States. A Central Family Planning Council con¬ 
sisting of all the State Health Ministers and represen¬ 
tatives of other organisations connected with Family 
Planning work presided over by the Union Minister 
for Health, Family Planning and Urban Devel¬ 
opment reviews the implementation of the programme 
every 6 months and lays down the broad policies for 
the Centre as well as for the States. Similar Councils 
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with appropriate membership exist in almost all the 
States. 

In order to ensure various departments having 
contact with the public at the various levels, Family 
Planning Implementation Committees have been 
constituted at the State, District and Block levels. 
These Committees periodically review progress and 
plan for the future. 

The involvement of local leaders in planning the 
programme in their areas is sought and their active 
participation ensured. Voluntary organisations are 
also encouraged to undertake family planning work 
and are provided full financial support. The opinion 
leaders in villages are given training in orientation 
camps which voluntary organisations and education 
leaders organise from time to time. Local bodies 
and social welfare organisations arc also provided 
subsidy to take up family planning work. 

Communications’ Key Role 

To motivate 90 million couples to accept the small 
family norm and practise family planning is a tremen¬ 
dous task. A mass communication and education 
programme has, therefore, been undertaken. All 
media have been geared and all educational methods 
employed to motivate people, to popularise the clinics 
and to spread information about family planning. 
During the Fourth Plan, a sum of Rs. 100 million has 
been earmarked for the purpose. 

In this programme mass media like press, films, 
radio, songs, dramas, puppet shows, etc., are utilised. 
To ensure optimum use of these, the media units 
of the Ministry of Information and Broadcasting 
have been strengthened. Regional Stations of All 
India Radio have set up family planning cells and 
30 additional field publicity units are placed at the 
disposal of the Directorate of Field Publicity. Spe¬ 
cial films on family planning are also being produced. 
Mass education and media committees have been 
set up at all levels of administration. To identify 
the programme activities and services, the inverted 
equilateral triangle in Vermillion colour has been 
adopted as our symbol and a special song on family 
planning has been produced. The workers are kept 
informed of latest developments through a monthly 
newsletter. Centre Calling. 

This communication and motivation programme 
seeks to create a special climate for acceptance of 
the small family norm. It goes hand in hand with the 
programme for supplies and services so that motivated 
persons get services and the services reach where the 
demand is. 


The climate for family planning is being gradually 
created in the country and all shades of political and 
religious opinion favour it now. The workers at 
all levels are also aware of the tasks to be performed 
and targets to be achieved. 

Services and Supplies 

Family Planning services are being provided in 
urban and rural areas through family welfare plann¬ 
ing centres. In the rural areas each primary health 
centre has a family planning wing as well as subcentres 
catering to the needs of every 10,CC0 people. In the 
urban areas family planning centres with differing 
staff patterns are provided for various groups of 
population. In addition, in each district mobile 
sterilisation and lUCD vans have also been sanc¬ 
tioned. 

This network of centres throughout the country 
provides all requisite advice and services for family 
planning as near to the homes of the people a.s 
possible. 

The three planks of the service progiamme are 
sterilization operations, the loop and conventional 
contraceptives. 

The facilities for loop insertions and sterilization 
perations are provided not only free but with seme 
compensation to the individuals for out-of-pocket 
expenses, conveyance, loss of wages, etc. As a result 
of the work so far undertaken over three million 
pensons have undergone sterilization and over two 
million women have accepted the loop. 

Besides the three planks mentioned above, the 
programme is also open to new, effective and accept¬ 
able methods of contraception which may come into 
vogue. 

The country manufactures the major part of the 
contraceptives needed. The loop factory in Kanpur 
is producing 30,000 pieces per day. These are of 
international standard. There is, however, a short¬ 
age of ‘Nirodhs’. Nearly 300 million Nirodhs are 
needed in the country every year. Indigenous 
production is about 30 million. Two hundred and 
twenty million pieces are being imported from Japan 
and orders for 100 million more are being processed. 
From 1968 onwards the position will ease as the 
Hindustan Latex Ltd., Trivandrum, will begin prod¬ 
ucing 144 million pieces annually and ultimately 
288 millions. 

Training the Workers 

The work of education and motivation, of prov¬ 
iding advice and service, and of administering the 
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programme at all levels requires the services of nearly 
1,25,000 personnel trained for.specific purposes, viz., 
doctors, nurses, midwives, auxiliary nurse/midwives, 
social workers, educators, communication experts, 
etc. The main centres for training of these person¬ 
nel are the M India Institute of Hygiene and Public 
Health, Calcutta; the Central Family Planning Insti¬ 
tute, and the Central Health Education Bureau, New 
Delhi. Family Planning Field Units assigned to 
each State fill the gap in training resources at the 
State and district levels. Resources of State Health 
Education Bureaux are being mobilised. Basic 
courses for auxiliary nurse/mid wives are being 
organised in 229 ANM schools. 

A Central Family Planning Corps of doctors has 
been set up to which doctors are recruited with spe¬ 
cial allowances for meeting the requirements of the 
States in the pockets where doctors are not available. 
From the long range angle, 2,500 scholarships have 
been earmarked for lady medical students so that 
they may serve in the programme after their education. 
Schemes have also been evolved for the partitime 
employment of doctors on attractive terms. A 
scheme has also been evolved with the Indian Medi¬ 
cal Association to utilise the services of private med¬ 
ical practitioners for family planning services either 
in their own clir ics or many of the clinics run for the 
programme. 

Research 

As the programme progresses, answers to innum¬ 
erable questions ha\e to be found and unforeseen 
problems solved. Research in the biomedical, de¬ 
mographic, communication, social and operational 
fields has been supported from the very inception of 
the programme. Three high-powered committees 
coordinate research in bio-medical, communication 
and demographic aspects of the programme in the 
country’s eight bio-medical research centres, eleven 
demographic research centres, and ten communica¬ 
tion-action research projeets. A sum of Rs. 53 mil¬ 
lion has been earmarked in the Fourth Plan for this 
purpose. The research findings are continuously fed 
back to the programme keep up its technical and 
operational eflUciency. 

Evaluation 

As already stated, the objective of reducing the 


birth rate to 25 per 1,000 population has to be attained 
in the shortest possible lime. For this purpose the 
progress of the programme has to be reviewed at 
intervals in terms of targets at the national, state, 
district, block, subcentre and individual levels. These 
targets have been laid down. This helps the worker 
to know whether he has made his contribution to 
the programme. The programme is thus both time 
and target oriented. 

Target fixation and achievement is only a way of 
achieving the objective of reducing the birth rate to 
the desired level. However, their effect on the re¬ 
duction of the birth rate is important and for that 
purpose besides the decennial census operation, 
specific surveys and evaluation studies have been un¬ 
dertaken. These studies have brought forth reassur¬ 
ing results and have indicated a definite downward 
trend in the birth rate. It is estimated that due to 
present efforts already half a million births are being 
prevented every year. 

Varying PERSPrerivrs 

Apart from its administrative, communication and 
organisational aspects, the programme has varying 
perspectives too. From the social and cultural view¬ 
points it will inevitably bring about a change in the 
attitude and behaviour of people by a conscious 
and voluntary effort. Also, it will lead to the emer¬ 
gence of a social norm which would make the small 
family practicable and fashionable. Moreover, com¬ 
munication in intimate personal behaviour will be 
opened for the first time in our ancient society and 
resutls will make its social implications more 
manifest. 

Looking Ahead 

We have launched the word’s largest family plann¬ 
ing programme. The question, however, is whether 
we will be able to achieve the objective of reducing 
the birth rate to 25 per 1,000 population. 

The answer is “certainly yes” because as the train¬ 
ing programmes are speeded up, services taken to the 
people duly motivated a dent on the problem will 
surely be made. With all the resources in men, money 
and materials and with abundant goodwill and dedi¬ 
cation, the objective can end will be achieved. 


is 
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Rural Youth and Economic 
Development 


M. S. GURUPADASWAMY 

Minister of State for Food, Agriculture, Community 
Development and Cooperation 


The hopes and aspirations of a nation 
lie in its youth. They arc at a stage 
when they are full of energy, eager¬ 
ness to learn, act and experiment, 
serve and sacrifice for the country. 
If at this stage their energies are 
diverted into right channels and they 
are given proper opportunity to learn 
and act, they can do a good job. In 
case their energies are not harnessed 
properly the unchanncled energy, 
dynamism and vitality of the youth 
is likely to be diverted into wrong 
channels thereby bringing disaster 
to the country. There is already rest¬ 
lessness among the youth of the 
country and it is high time that we 
think seriously about this and 
plan a programme of action. 

India is a vast country with a popu¬ 
lation of over 500 million people. 
80 percent of this population lives in 
rural areas. It is, therefore, evident 
that a major portion of youth in 
India which comes to nearly 85 
million also lives in the rural areas, 
and as such youth programmes should 
primarily be attuned to the needs 
and requirements of rural youth. 

The main occupation of the people 


living in rural areas is agriculture. 
The rural youth of today is likely to 
take up agriculture as their main 
occupation as the opportunities of 
employment outside agriculture are 
very limited. The economic devel¬ 
opment of India, therefore, lies in the 
development of agriculture and allied 
occupation. 

Human input has a great role to 
play in the economic development 
programme. The efficiency of human 
input in agricultural production lies 
in the proper training of the individ¬ 
uals, in the skills, methods and 
concept of the modem method of 
farming and in the efficient use of 
scarce inputs. 

New skills, techniques, and metho¬ 
dology arc becoming a part of India’s 
farming pattern. Up till now, youth 
in the rural areas has depended on the 
parents for training in farming prac¬ 
tices. In view ofthe changing pattern 
of modern agriculture in India and 
the introduction of High Yielding 
Varieties Programme, most of the 
parents are now not in a position to 
impart to their sons and daughters 
the necessary knowledge and skills in 
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farming practices. The formal shool system is also not Yielding Varieties Programme (HVP) and Applied 
adequate and so the only alternative is to provide Nutrition Programme (ANP) have been taken up. 
education by organising agricultural action projects 

centring round rural youth activities. Massive Programme Launched 


Systematic Approach Necessary 

A systematic effort to organise rural youth on a 
voluntary basis, to develop its vocational talents will 
yield long-term results. The productivity of the Indian 
agriculture depends upon such human factors as 
alertness, receptivity, enthusiasm, rational analysis 
and readiness to change. In achieving the objective 
the balance of advantage lies with youth who can not 
only assimilate new ideas more quickly but who will 
soon form the adult generation on whom future 
progress will depend. 

Between the age of 14 to 25, young persons move 
into major production tasks on the farms and within 
15 years they move into dominant positions in the 
families, and in economic life. 

The importance of youth development has been 
recognised from the very inception of the Community 
Development Programme. Efforts are being made to 
organise Rural Youth Clubs in the Community Devel¬ 
opment Blocks and over 100,000 youth clubs have 
so far been organised. Training opportunities arc 
being provided to the youth leaders and workers. Pilot 
Young Farmers’ Clubs have been organised around 
Gramsevak Training Centres to provide practical 
training to Ormisevaks and to serve as a model for the 
areas. 

The efforts made, however, do not meet the needs 
and demands of the youth in general and thus have not 
been very effective. In some areas, however, where 
proper attention was paid, the results have been very 
encouraging. In those areas, the progressive fanners 
of today are the erstwhile youth club members. It 
is heartening to note that in certain areas, members of 
the Young Farmers’ Club have started producing 
hybrid seeds which is a highly skilled job. This shows 
that if the programme is vyeU planned and properly 
organised it can achieve desirable results. 

The Rural Youth Programme, therefore, needs 
special attention and a new approach for its proper 
development. For this purpose it is proposed to in¬ 
tensify this activity on the basis of selectivity in poten¬ 
tial areas where facilities for its development arc avail¬ 
able rather than having an uniform programme scat¬ 
tered over the country. Technical guidance, super¬ 
vision, inputs and financial resources arc available in 
areas under intensive programme specially where High 


A massive scheme of farmers’ training and edu¬ 
cation has been launched in India to train farm fam¬ 
ilies in the High Yielding Varieties Programme. The 
training of young farmers (rural youth) forms an 
integral part of the scheme. Their training relates 
agriculture to human development. They will be im¬ 
parted training in leadership for agricultural produc¬ 
tion. 75 young farmers per Centre will be trained per 
year by organising 3 courses each of 25 young farmers. 
Jt is expected that after completion of their training 
these young farmers will function as voluntary rural 
youth leaders in their area. During the next four year 
100 such Centres will be established in 100 High 
Yielding Varieties Programme districts. Five Centres 
have already been established and 20 are being 
established during the current financial year. 

The blocks under Applied Nutrition Programme 
have also a special programme of youth activities 
related to fruit, vegetable, poultry, fishery, dairy deve¬ 
lopment and the use of protective foods. 567 blocks 
have been covered under this programme up till 
now, and 229 additional blocks will be covered during 
1968-69. 

In addition to High Yielding Varieties Programme 
and Applied Nutrition Programme blocks, the blocks 
around rural institutions like Gramsevak Training 
Centres, Agricultural Colleges, Agricultural Universi¬ 
ties, Agricultural Schools, Veterinary and Fisheries 
Institutions, Soil Conservation Training Centres, 
National Demonstration Farms, State Seed Farms, 
Central and State Agricultural Research Stations, 
have great potential as needed attention in the form 
of guidance, technical information, training, supply 
of inputs like seed, fertilizer and implements would 
be easily available. These institutions have well 
qualified staff who can put the programme on a sound 
footing. 

The programme aims at channelising the energies 
of rural youth to productive endeavours and to provide 
additional knowledge and skills to the youth. The 
work will be project centred and will include crop 
raising, fruit and vegetable growing, live-stock devel¬ 
opment, food processing, etc. It will also include 
agro-industries like spinning, weaving, basket making, 
mat making etc. In addition to these, social and re¬ 
creational activities will also be covered but they will 
be supportive to the core programme. 
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National Charter 

In order to systematize the programme and to build 
up a nationwide movement, it is essential to adopt 
a National Charter for youth clubs. The clubs 
fulfilling requirements of the charter should be 
recognised. 

It will also be necessary to form a National Commit¬ 
tee for rural youth to advice on the development of 
the rural youth programme in the country and to 
coordinate the work between Government and non- 
Government organisations with a view to make the 
programme more effective. This should be followed 
by having similar committees at State and district 
level. 

The youth programme should not be treated as a 
general programme which could be manned and 
supervised by anyone. It is a specialized programme 
which should be manned and supervised by well 
trained and qualified persons at all levels. 

Voluntary organisations can help in the devel¬ 


opment of this programme to a large extent. The clubs 
formed by them should meet the requirements of 
National Charter and the programme should be in 
line with the national policy for youth development. 

Business houses dealing with the production, dis¬ 
tribution and import of agricultural inputs should also 
take increasing part in the Rural Youth Programme as 
the present day rural youth would become progressive 
fanners and would be the consumers of the agricultural 
inputs. The industrial houses could, therefore profitably 
invest in this programme which will help rural youth 
in their project work and may also serve as an incentive. 

It is also necessary to provide incentives and 
awards for good work. A scheme of regional and 
national rallies have already been formulated and will 
be executed. 

The Rural Youth Programme can thus be more 
effective and will help in bringing about economic 
development in our rural areas by changing the 
behaviour of rural youth to meet the requirements 
of modern agriculture and agro-industries. 
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What does Shaw Wallace 

mean to you? 


Finding out about Shaw Wallace can be profitable— 
ir your business interests meet with ours. 

Shaw Wallace operations cover the maoufactuK of 

fertilisers, agrochemicals, animal feeds, spraying 
and dusting equipment, glue, chemicals, flour, yeast, 
snd wines and spirits. We produce coal and tea; and our 
agency activities cover shipping and insurance. But there’s 
more in us than just size. It's our enthusiasm for ; 
quality and first hand attention—no matter what the ■ 
product or the service. If you want to know more 
about Shaw Wallace, gel in touch with us in Caicntta, v 
Bombay, Madras or New Delhi. We aw eager to tell yoi 


SHAW 

WALLACH 

turmn-wmuus ua sum 
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Export Promotion for Progress 

MOHD. SHAFI QURESHl 

Deputy Minister of Commerce 


It is widely realised that without a 
substantial leap forward on the ex¬ 
port front, the country would not be 
able to achieve a steady growth or 
diversify its economy. To break 
through the vicious circle of poverty 
and stagnation, it is necessary to 
build up a large and broad industrial 
structure for which the country re¬ 
quires machinery, components, es¬ 
sential raw materials and technical 
know-how which are not indi¬ 
genously available. All these need 
foreign exchange. 

The Widening Trade Gap 

The present level of exports does 
not cover major portion of our import 
bill, and, therefore, there is the wide 
trade gap. As the pace of develop¬ 
ment quickens, imports gather mo¬ 
mentum with the result that the trade 
gap gets continuously wider. For 
example, the trade gap which was of 
the order of Rs. 117.45 crores during 
the First Five Year Plan increased 
to Rs. 584.50 crores during the Third 
Five Year Plan. For the year June 
1966 to May 1967, imports exceeded 
exports to the extent of Rs. 831.61 
crores. It -is, therefore, imperative 
that the exports must be stepped up 
to meet the growing import require¬ 


ments to the maximum extent poss¬ 
ible. A strong export base is a pre¬ 
requisite not only for large-scale in¬ 
dustrialisation but also for economic 
stability. This is true in respect 
of all developed countries of the 
world. Whether one thinks of Britain 
at the outset of the industrial revolu¬ 
tion or of the U.S.A. in the nineteenth 
century or of Japan at the beginning 
of current century, expansion of 
exports acted as a powerful fillip 
to the economy and facilitated rapid 
industrialisation. 

The estimated requirements of 
imports for the five years period end¬ 
ing 1970-71 for maintenance of 
economy, alone are expected to total 
Rs. 8,190 crores. Over and above this, 
we require imports for various 
projects which are under implementa¬ 
tion or are about to be implemented. 

Export Promotion Measures 

It is inescapable, therefore, that we 
have to make a determined effort 
to promote exports and achieve a 
breakthrough in overseas markets. 
In June 1966, the Government 
lowered the par value of the rupee 
with a view to stimulating exports 
and this was accompanied by other 
measures aiming at stimulation of 
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production and lowering of costs. Imports have been 
liberalised for 59 priority industries; raw materials and 
components available from the indigenous sources 
for these and export industries have been accorded 
priority. Cash assistance has been introduced in 
respect of new items of manufacture like engineering 
products, chemicals and other items. 

The country can advance rapidly on export front 
only if surpluses for export arc thrown up. Produc¬ 
tion, therefore, is the key to exports. Fortunately, this 
year, due to good monsoon, agricultural production 
is expected to be good. And, therefore, the position in 
regard to agricultural raw materials like raw jute, raw 
cotton would be satisfactory. Again, action is also 
being initiated to step up production of plantation 
crops such as tea, coffee, cashew and spices. The 
equipment for fishery industry is being modernised and 
the catch is steadily increasing. Output of iron ore, 
manganese and other minerals which have export 
demand, is being steadily increased. Handling fiicil- 
ities and berthing capacity at ports are being expanded. 

The Government and the industry have taken 
action to standardise and improve the quality of vari¬ 
ous products. An Export Inspection Council has been 
set up with a view to speed up standardisation and 
quality control of various export products. Pre- 
shipment inspection has also been introduced for 
various commodities. Already more than 85 per cent 
of the expcltt products of the country conform to the 
recognized standards and quality control requirements 
and are subject to preshipment inspection. 

Changing Pattekn of Exports 

As a result of the industrialisation, the pattern 
of country’s exports has been gradually getting trans¬ 
formed. There is now less dependence on traditional 
items like jute manufactures, tea and cotton textiles; 
their proportion has come down from 53 per cent a 
decade ago to 44 per cent. To facilitate export of new 
items, a series of measures have been taken. 

In the bilateral trade agreements which India has 
entered into with Eastern European and other coun¬ 
tries, provision has been made for export of new items 
of manufacture. At the time of negotiations at inter¬ 
national forums such as UNCTAD and GATT, we 
have persuaded the developed countries to relax the 
tariff and non-tariff barriers on imports of manufac¬ 
tured products from India and other developing 
countries. Suitable measures which include fiscal and 
administrative, are being devised to restrain growth in 
domestic consumption of export commodities. Both 
the Government and the industry are paying attention 
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tothe lowering of costs and raising of productivity. 

The industrial units in public sector have been 
directed that they should make sizeable contribution to 
the export effort. Many of these units have set up 
separate cells to promote exports. As an evidence of 
their activity, it may be cited that exports of steel 
products this year are expected to yield Rs. 28 crorcs. 
All the public sector industries put together are 
expected to enlarge their exports to the extent of 
Rs. 100 crores by 1970-71. 

Every industry whether in the public sector or in 
private sector should make it a point to earn foreign 
exchange which is required for maintenance and also 
contribute to the national pool. Unless industries 
become export-oriented, it might become difficult to 
keep the economy on an even keel and make it move 
forward. 


With the best compliments 
of 
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CALCUTTA! 
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Building a New India 

IQBAL SINGH 

Deputy Minister, Works, Housing and Supply 


You must have travelled in a crowded 
compartment of a siow-moving train 
on a long journey. 

The passengers who had been dis¬ 
cussing with heal and fire the messy 
problems of the world throughout 
the day all of a sudden started doz¬ 
ing as the night fell and the room 
which was not even adequate for 
sitting postures became roomy 
enough for a night-long sleep. No¬ 
body bothered if a proud head fell 
on a poor man’s feet or if a beauty 
leaned against the shoulders of a 
decrepit man. 

It was only in the morning as the 
destination started drawing closer 
that the compartment came to life. 
There was virtually a pandemonium; 
the voices became louder and louder 
and even submerged the rattling of 
the wheels and the whistling of the 
train. Some dropped their pillows, 
others their brushes, still others 
their slippers. A child cried here, 
a boy wept there. A woman 
opened the window to glance at the 
rising sun, somebody shouted her 
down complaining about the gusts 
of wind. 

Nobody could imagine that the 
very people who could silently pass 
the night huddled together in a dingy 


compartment would with Ihc onset 
of the dawn, the rising of the sun and 
the destination coming closer start 
demonstrating their selfish interests 
unmindful of their neighbours. 

India as a nation is having the same 
experience. 

For long did we travel together in 
the darkness of the night of foreign 
domination. As we reached thcDawn 
of Freedom and the destination drew 
closer, a great awakening shook 
our slumbers. As the national 
train was much bigger and 
much more stupendous with l/7th 
of the world population travelling 
in it, it appeared as if chaos and 
confusion had set in. We knew our 
destination and were in a hurry to 
reach it. All ran helter skelter and 
if they did not appear to be very 
tidy they should not be misunder¬ 
stood. 

Nation on the Move 

The nation is one the move. Mil¬ 
lions of people are inspired by a 
unique adventure for bringing about 
prosperity and progress. 

An incomjdete house does not 
reveal its massive structure or its 
cosy resting places. It is only when 
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it has received the finishing touches that its grandeur 
b«;omes apparent. 

The story of 20 years of our struggle after Independ* 
ence was one of the struggle against poverty, against 
ignorance and against the forces of disintegration. 
Despite our multifarious problems and limited means, 
our success has been heart-warming. There is nothing 
to be ashamed of although complacency should be 
avoided. 

Take the achievements in the field of housing. 

If one only realises the fact that over 20 million people 
came from both the wings of Pakistan to India after 
Independence and were provided with shelter 
cither by the efforts of the people themselves or with 
some assistance from the Government, it is enough 
to convince the world that the nation is really con¬ 
scious of its duties. Besides that, 6 million houses 
have been constructed in the private and public 
sectors at a cost of about Rs. 2,500 crorcs. In the 
public sector special efforts were made to help the - 
weaker sections of the pdpulat'on. About 4 lakh 
housing units were constructed under the Social 
Housing Scheme during the Three Plans involving 
an expenditure of Rs. 262 crorcs. In the next 
five years it is hoped to build another 6 lakh units 
at a cost of about Rs. 313 crorcs. While these 
efforts were afoot, the Government was not unaware 
of the stupendous problem of providing shelter to 
every citizen of this country. The overall deficit 
estimated at the end of the Third Five-Year Plan 
was 741 lakh houses—111 lakhs in urban areas and 
627 lakhs in rural areas. This also included the 
houses which were cither to be reconstructed or 
needed to be renovated. With the expansion of 
development activities, the number of workers also 
increased. For them adequate office and residential 
accommodation became necessary. The new colonies 
and hundreds of new houses tell the story how the 
Government made a concerted effort to meet the 
rising demands. Besides building conventional 
houses, new experiments were made. 

The multi-storeyed conception was first tried some 
15 years ago. Now it is catching the eye of the 
builders. 

Milestones in Progress 

The construction of Toads, bridges and tunnels 
has, in fact, brought the nation closer. It was the 
national government which conceived and under¬ 
took the work on the Btahmaputra Bridge, Rajendra 
Prasad Bridge, Sone Bridge and the Jawahar Tunnel. 
In the ages to come, these four projects will continue 
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to be considered as milestones in India’s progress. 
The two dozen major river valley projects for irriga¬ 
tion and power, the studpendous steel plants, the 
major factories for producing electric locomotives, 
automobiles, heavy machinery, textiles, sugar, ferti¬ 
lisers and equipment needed for army, agriculture, 
education, medical science, transportation and com¬ 
munication, atomic energy and for general human 
needs have brought about a new revolution. If this 
has also brought a few problems, one should not 
become despondent. Of course, there is no room for 
complacency also, Wc have to continue to strive 
hard to march forward and to see that the nation 
does not recede back to slumbers. Instead, it must 
be up and doing and watch what we are doing. 
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Social Development Necessary For 
Economic Growth 

PHULRENU GUHA 
Minister of State for Social Welfare 


Nafional Planning has been with the 
country since independence. It has 
achieved far reaching results. It has 
also shown a number of limitations 
in the very concept and process 
of planning. One of such limita¬ 
tions is the prevailing imbalance 
between economic and social aspects 
of planned development. Experience 
clearly shows that the limited 
economic goal of higher and more 
diversified production cannot be 
achieved without an adequate base 
of social and social welfare services. 
In the final analysis, it is the human 
being and the social system surround¬ 
ing him that enables effective produc¬ 
tion. Social development thus 
becomes basic to economic devel¬ 
opment. Emphasis on economic deve¬ 
lopment, however essential, does not 
necessarily result automatically in 
social development. In fact, at times 
it hinders social development. The 
lack of a precise and comprehensive 
concept of social development has 
worked as one of the major handi¬ 
caps even to economic development 
and led to uncertain priorities and 
less rewarding use of resources. 

Preconditions for Economic 
Development 

It is true that agriculture being 


basic to economic development 
deserves our first attention. But the 
new technical developments in the use 
of fertilisers, improved variety of 
seeds and of agricultural implements 
require the farmer to become func¬ 
tionally literate. Unless the social 
service of literacy and education is 
provided adequately, agricultural 
development would continue to suffer 
resulting in further strain on econom¬ 
ic development of the country. 
The health of the farmer and his 
nutrition arc other measures of ser¬ 
vices that require attention. It is 
true that both these services will 
require funds. But the long-term 
returns that they will give 
deserve our attention in national 
planning. 

In the field of social welfare ser¬ 
vices for the weaker sections of the 
community, the effect of relatively 
slow pace of social development be¬ 
comes more pronounced. There arc 
many regions in the forested and hilly 
areas of the country, which are 
mainly inhabited by tribal commun¬ 
ities, where modern agriculture, 
forestry and animal husbandry 
practices have not yet made much 
headway. Association of tribals 
with the exploitation of forests so 
as to benefit both the nation and 
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the tribal communities is a concept which has yet to 
be translated into practice in many parts of the country. 
Valuable experience has been gained in States like 
Maharashtra and Gujarat in the matter of associa¬ 
tion of tribal communities with forest utilisation and 
development. Once the forest policy is related to 
tribal welfare as well as to the increased returns from 
forest development to national income, a number 
of supportive measures are required to be taken, 
including the fonnation of tribal forest cooperatives, 
tinancing of these cooperatives through advances 
and loans, education of the tribals in modern methods 
of Ibrcst development, health and welfare services 
for the tribals and their families etc. In these measures 
voluntary organisations should, as they have in some 
States, play a major role. 

The effect of inadequate attention to the social 
base is also highlighted by the large industrial pro¬ 
jects which have come up in recent years at Rourkela 
and Ranchi (Hatia). Located in the heart of tribal 
bells, these ureas were, twenty years ago, inhabited 
by tribal communities whose main interest in life 
centred around agriculture and forests; most of them 
had no education and little contact w'ith the outside 
world. The sudden influx of an urbanised society, 
a competitive economy and a twentieth century comp¬ 
lex had Ihe eifect, at least in the initial stages, of 
obliging the loc il tribal communities to migrate else¬ 
where; tljose who remained lost their social values 
and could find a place only in menial capacities or 
as unskilled labour. A few years of advance social 
preparation— through adult and youth education, 
through inculcation of new skills, and the special 
attention of social workers could have saved the 
tribal from a good deal of physical and emotional 
distress, and enabled at least some of the tribal youth 
to avail of the w'hite and blue collar employment 
opportunities opened up by the project. Fortunately, 
there is now greater awareness of such problems, 
and future industrial complexes in tribal areas are 
expected to incorporate in their project estimates 
funds for the social development of the local 
inhabitants. 


Need for Developing Social and Welfare Services 

The rapid growth of urbanisation, similarly, 
requires the attention of the planners in developing 
social services and welfare services as measures for 
urban rehabilitation. The rural population shifting 
to urban areas in search of work and employment 
requires help to overcome the stage of transition from 
rural to urban social life. Without such help there 
is a growing danger of delinquency and disorga¬ 
nisation in social life. In fact, the housing situation 
in the urban area is in itself a source of social mal¬ 
adjustment. Added to it are the lessening influences 
of the social institutions such as the joint family, 
of Urban life is more impersonal and . indiffe¬ 
rent. It lacks social control. It is this situation 
that calls for a planned development of neighbourhood 
services with Balwadis, play-centres, hobby-clubs, 
vocational guidance besides primary and secondary 
education, health and family planning services. In 
fact the urban community development programme 
with a number of social welfare scr\iccsis impera¬ 
tive to urban development. To the extent to which 
they arc not provided to that extent there is a growing 
danger of the emergence of the situation of social 
disorganisation. This in turn influences the econom¬ 
ic life of the urban areas, which arc mostly iodust- 
trial and commercial. 

To conclude, it can be said that tlie economic goal 
of higher production cannot be achieved without the 
adequate base of social services of education, health 
and housing. Simultaneous and effective investment 
in social development, besides being a necessary 
in itself, is expedient as a preventive to social 
erosion and a corrective to socio-personal mal¬ 
adjustment arising from the imbalance in industrial- 
urban growth. It is only when the economic and 
social development in the National Plan are integra¬ 
ted that the prevention of imbalances can be ensured. 
This is possible if it is recognised that just as economic 
development is basic to social growth, social develop¬ 
ment is necessary for effective economic growth of 
the country. 
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Congress Socialism 

RAM KISHORE WAS 

President t Rajasthan Pradesh Congress Committee 

In 1929, at the historical session of 
Lahore Congress, the late Pandit 
Jawahar Lai Nehru declared in 
unequivocal terms “I must plainly 
confess that I am a socialist and a 
republican”. 

Historical Evolution 

This made him the father of ‘Cong¬ 
ress Socialism’ as it continuously 
evolved through various stages in 
the history of the Congress. It was 
the Lahore Congress which adopted 
the resolution on complete indepen¬ 
dence from foreign power. Nehru 
delivering his presidential address 
pleaded the cause of Socialism. 

Nehru’s Socialism 

The seed of Nehru’s Socialism 
could be traced to the A.I.C.C. 
resolution adopted at Bombay in 
1929 where a pointed reference was 
made to the ‘‘economic structure”. 
The resolution called for vital and 
“revolutionary” changes in the “econ¬ 
omic and social structure” of the 
Society. The resolution said in 
clear terms, “the great poverty and 
misery of the Indian people, is due 
not only to foreign exploitation 
but also to the economic structure 
of society which the alien rulers 


support so that their exploitation 
may continue. In order, therefore, 
to remove this poverty and misery 
and to ameliorate the conditions of 
Indian masses it is essential to make 
revolutionary changes in the present 
economic and social structure of 
society and to remove the gross 
inequalities.” 

Gandhiji’s Concept 

This feeling for change found an 
echo in the words of Mahatma 
Gandhi at the London Round Table 
Conference in 1931 when he declared 
that “Congress represented above all 
dumb semi-starved millions scatter¬ 
ed over the length and breadth of 
the land and in case a conflict arose, 
the Congress will sacrifice every 
interest for the sake of interests of 
these dumb millions.” 

Mahatma Gandhi, later at the 
Karachi Congress in 1931, moved the 
resolution on Fundamental Rights 
which is another landmark in the 
evolution of Congress Socialism. 
The resolution demanded that any 
Constitution in a “Swaraj” govern¬ 
ment must provide certain funda¬ 
mental rights e.g. freedom of asso¬ 
ciation, speech, press etc, and equal 
rights to ^1 categories, adult suffrage 
free primary education. 
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The Karachi resolation was another landmark in 
the evolution of the concept of democracy conceived 
by the Indian leadm as their objective after 
independence. It said that in order to “end 
exploitation of the masses, political freedom must 
include, real economic freedom of starving 
millions.” 


A Philosophy of Life 

Thus new dimensions were added to thee objetives 
of the Congress and in April 1936, when the Lucknow 
Congress was held under the chairmanship of Shri 
Nehru, he made it amply clear that there was no 
way out but to adopt Socialism as a method of 
upliftment of Indian masses. In touching words he 
expressed his faith in Socialism and said, “I am con¬ 
vinced that the only key to the solution of world’s 
problem and of India’s problem lies in Socialism. 
Socialism is however something more than an 
economic doctrine, it is a philosophy of life and as 
such also it appeals to me. I sec no ending of 
poverty, the vast unemployment, the degradation, and 
the subjection of the Indian people except through 
Socialism. That involves vast and revolutionary 
changes in oi^r political and social structure, the 
ending of vested interests in land and industry, as 
well as the feudal and autocratic Indian States 
.system,” • 

The Backdrop 

In 1937, again at the Faizpur Congress session a 
comprehensive resolution on agrarian programme 
was adopted. These two resolutions of the Congress 
provided a background to the future course of the 
Congress before independence. The Congress 
which had an immediate objetive of achieving 
freedom really started thinking in terms of economic 
policies and the social structure it was going to bring 
about after independence. 

After Independence 

When India achieved independence in 1947, it had 
to face problems of refugees, threats from former 
Indian States for maintaining their autonomy integ¬ 
ration of States, action on Hyderabad and Pakistani 
aggression on Kashmir etc. But the Congress 
Government headed by Jawaharlal Nehru simultane¬ 
ously started thinking on the economic programme 
improving for the lot of Indian masses. 
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The Blueprint 

The All India Congress Committee appointed a high 
level committee under the chairmanship of Jawaharlal 
Nehru. The report of this Committee actually prov¬ 
ided a blueprint for the future plans and schemes 
which have since then been implemented in India. 

The Report said “to establish a socialist order and 
to raise the standard of living of the people, it is 
necessary to bring about equitable distribution of the 
existing income and wealth and prevent the growth 
of disparities in this respect with the progress of 
industrialisation in this country.” 

This report was approved by ihc Congress at its 
Jaipur Session in December 1948. 

Agrarian Reforms 

Socialism cannot be brought about till the entire 
structure of Indian agriculture undergoes a change. 
In early 1948, Dr. Rajcndra Prasad, the then 
Congress President, appointed an important com¬ 
mittee, under the chairmanship of Dr. J.C. Kuma- 
rappa. This Committee siibmiUcd its report in July 
1949 which received the general approval of the Cong¬ 
ress Working Committee. It called for the aboli¬ 
tion of Zamindari and favoured land rights to the 
actual tiller of the soil. It also recommended joint 
or cooperative cultivation and collective farming for 
landless labourers. 

SociALisr Pattern 

With this background came the historical Avadi 
Congress. The Avadi Congress was held in January 
1955 under the Presidentship of Shri U.N. Dhebar. 
At Avadi the Resolution on “Socialistic Pattern of 
Society” was adopted. 

The resolution said: “In order to realise the object¬ 
ives of Congress as laid down in Article 1 of the 
Congress Constitution and to further the objectives 
stated in the Preamble and Directive Principles of 
State Policy of the Constitution of India, planning 
should take place with a view to the esLablishment of 
socialistic pattern of society where the principal means 
of production are under social ownership and 
control, production is progressively speeded up and 
there is equal distribution of national wealth.” 

Epoch-Making Decision 

This epoch-making decision of tire Congress was 
conceived at the Jaipur Congress in 1948, which was 
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the first session of the Congress after independence. 
It was only here that the Arliclc 1 of the Congress 
Constitution was modified. 

After Avadi, the Coiigres.s met at Amritsar in 1956 
under the presidentship of U.N. Dhebar. Prompt 
action towards the evolution of socialistic structure 
followed this Session and the Imperial Bank of India 
was converted into a public managed Slate Bank and 
Life Insurance was nationalised. 

In 1957, at the Indore Session, the word ‘Socialist’ 
was added before the word “Co-operative Common¬ 
wealth” in Article 1 of the Congress Constitution. 
The Gauhati Session of Congress in 1958 laid 
emphasis on Land Reforms and c.xiciision of 
cooperatives in agricultural and rural life. 

The Magpur Se.ssion held in 1939 in the president¬ 
ship of Sint. Indira Gandhi, c\ol\ed a further clari¬ 
fication of the social objectives of the Congress. 

DrMOCIlACV AM) SUCIALLSM 

The Congress Working Committee in the f,/c 
years following of the Nagpur Session prepared a 
statement on “Democracy and Socialism” which was 
discussed at the meeting of the A.I.C.C. convened 
at Jaipur in November 1963. This was in preparation 
for the forthcoming Bhubaneshwar Congress. 

The Bhubaneshwar Congress was held in 1964. 
Shri Kamaraj was unanimously elected the President 
of the Congress during the Session. But this Session 
also marked the beginning of the end of Jawahar yug 
Nehru’s physique began to show signs of fatigue. He 
had a stroke during the Session. He recovered 
sufficiently to resume his wotk but his health gave 
way and he died in May 1964. But the Congress 
adopted the resolution on “Democracy and Socialism” 
after a vigorous debate during the lifetime of Nehru. 

A Socialist India Conceived 

Tlic resolution reflected the firm determination of 
the Congress to build a Socialist India. It was defi¬ 
nitely a clearer ami more consolidated expression of 
the concept of Socialism than ever before. Later 
the Congress Working Committee appointed a Com¬ 
mittee headed by Shri U.N. Dhebar to suggest ways to 
implement the Bhubaneshwar decisions. In the report 
submitted to the A.I.C.C. the Dhebar Committtec 
stressed on ensuring five minimum things viz., food, 
shelter, clothing, education and health to all by the 
end of Fifth Five Year Plan. This got the general 
approval of the A.I.C.C. 

In January 1965, Congress Session was held at 


Durgapur under the presidentship of Shri Kamaraj. 
The Session adopted a resolution on “Economic and 
Social Policy” expressing its dissatisfaction at India’s 
slow progress towards Socialism and proposed mea¬ 
sures to reach the goal at faster space. 

Evolution oe a New Concept 

A dispassionaic analysis is called for to study the 
impact of the Congress concept of Socialism in 
India. I have purposely mentioned the history of the 
evolution of the idea of Socialism. Shri Nehru used 
to say that wc have to develop our own variety of 
Socialism. Congress Socialism wliich has evolved 
through various stages with the development of 
Congress in India, right from the {)rc-independcnce 
ora, has its root in Indian traditions. It is markedly 
different from the concept of Socialism developed 
in Western countries and vitally differs from the 
slogan of “Socialism” adopted and piaciiscd in the 
Communist countries. 

Socialism Through Pi acetul Means 

The Congress is commitlcd lo democracy. It 
does not want to bring about Socialism through 
revolutionary action or through violent means. The 
Congress aims at reconciling individual freedom 
with social justice, a collective good of the people. 
The Congress is wedded to democracy and it is 
only through the democratic process, that the 
objective of Socialism can be realised. We have to 
educate people by persuasion, argument and 
peaceful change of opinion. No democracy can 
thrive on ignorance and in order to enlist the willing 
cooperation of the people they should be enlightened 
through education. 

This is a long process. It takes time to convert 
people through persuasion and, moreover, India has 
a heritage which is opposed to violence. Congress 
Socialism stands for elimination of difTercnccs and 
disparities in the Society, but it would be going 
against the very tenets of democracy if it seeks to 
transforms society overnight. 

Social Control 

It was this spirit which inspired Shri Morarji 
Desat, Deputy Prime Minister, recently to evolve a 
’golden mean’ on the controversial issue of 
nationalisation of banks. Shri Desai was very much 
democratic when he advocated‘‘Social Control” over 
these fiscal institutions. 
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Congress Socialism and tub Present Situation 

There is an agitative mood in the Congress rank 
and file especially among the ‘ ‘Young Turks”to press for 
an immediate implementation of the decisions of the 
Congress. There is a growing awareness in the people 
about the role of the Congress in the present situa¬ 
tion. Indian democracy is undergoing the test of its 
time. The fourth General Elections put into saddle 
non-Congress Governments in various States. This 
has strengthened our faith in parliamentary democ¬ 


racy which we have adopted. The results of the 
recent General Elections have indicated in clear 
terms that the people have the power to remove 
and replace their representatives. Parliamentary 
democracy thrives on opposition. 

The Congress has brought the country to a stage 
which opens up new vistas of progress. It has given 
a new connotation and a new dimension to the old 
concept of Socialism. The thought process in India has 
undergone vifal changes imperceptibly. It is bound to 
change th<'jentirc character of the Indian society. 
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Political and Economic Situation 
in Bihar 

M. I*. SINIIA 

Leader, Congress Legislature Parly, Bihar 


We have passed through a year of 
tensions both on the political and 
economic fronts. The successive 
drought during the past two years 
shook every brick of the economic 
structure that we had taken so much 
pains to build through the three 
Five Year Plans. The results of the 
fourth General Elections on the 
other hand added, as it were, fuel 
to the fire by initiating an abrupt 
change in the political complex of the 
Government ~-which brought in its 
trial a period of uncertainty, insta¬ 
bility and demoralisation in every 
sphere of life. I am afraid that the 
golden opportunity provided by 
the promises of a comparatively good 
harvest this year for rehabilitating 
the shattered economy may slip 
out of hand like the proverbial will- 
o-thc-wisp per chance the present 
Government, although reduced to 
a minority, manages to survive. 

Progress through Planning 

As we know the concept of plann¬ 
ing was introduced by Pandit Nehru 
to meet the twin challenge—politi¬ 
cal and economic—that any under¬ 
developed country must mwt 


squarely to ensure its unhindered 
progress. Democracy will remain 
an empty slogan unless it is sustain¬ 
ed by vigorous economic growth. 
Nehru, therefore, wanted to tel¬ 
escope economic growth into the 
shortest possible time span and it was 
possible only through a programme 
of planned development. Whatever 
the critics of his policy may say, 
the country has made tremendous 
progress during the three plan 
periods and a sound economic 
base has been laid for further devel¬ 
opment of the country in such a 
manner as could eliminate the poss¬ 
ibility of political extremism for 
which poverty and destitution provide 
an ideal breeding ground. 

Bihar as one of the largest consti¬ 
tuents of the Indian Union has shared 
the fruits of the planned development. 
During the First Plan its execution 
the Community Development prog¬ 
ramme stole a march-over other 
States and the tempo was by and large 
maintained till the end of the Third 
Plan. As we know agriculture, the 
main industry of our economy, is 
entirely dependent on the adequacy 
of rainfall. In spite of frequent 
setbacks the index number of agri- 
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cultural productivity in Bihar shows that while in 
1956-57 it was 105.0 for all foodgrains it rose to 
129.96 in 1964-65. The total acreage of irrigated 
areas by different sources stood at 10 lakh acrers at 
the beginning of theFirst Five Year Plan. It rose to about 
20 lakhs acre by 1963-64 Under a crash programme 
initiated in 1966 about 18 lakh acres ofland was to 
be brought under irrigation by major irrigation cheme 
alone by 1968. Water from the Eastern Kosi Canal 
was released for about 2 lakh acres ofland in 1965. By 
the end of the Third Plan the total area under irriga¬ 
tion by different sources was about 50 lakh acres. An 
integrated programme of development in the 
areas comprising the Kosi belt was initiated in 
1965-66 after water was made available for agricul¬ 
ture from the Kosi canal. The result was obvious. 
Even during the worst period of drought, this area had 
a bumper crop. The output of power generation in 
the State went up from 817 million K.W. in 1951 to 
3706 million K.W. in 1964-65. The per capita con¬ 
sumption of power which was 19.80 K.W. in 1951 shot 
up to 53.92 K.W. in 1963-64. More than 4,000 
villages were electrified by the end of the third 
Plan. In the field of industries also, Bihar did not 
lag behind. The number of factories registered was 
279 in 1961 which rose to 335 in 1963. The ex-factory 
value of output rose from Rs. 24,93,074 thousand to 
Rs. 32,78.649 thousand during this period. The 
progress in other sectors also continued to be satis¬ 
factory. Np doubt the two wars into which India 
was hustled within three years had its impact on the 
pace of development throughout the country but in 
view of the inherent strength that our economy has 
developed there was no room for despondency. The 
last year’s drought also came as a severe jolt to our 
economy but even then we did not lose heart and 
mobilised all our resources to meet the challenge. 

Irony of Fate 

it is just an irony of fate that horses were changed 
quite in the midstream. As is known the Congress 
was the large.st single party in the legislature and 
we could have very easily mana|;ed to form the Govern¬ 
ment if we so desired. But we decided to give an 
opportunity to the Opposition to prove the bonafide 
of their claims made during the election campaign 
and earlier for ushering in an era of plenty. The 
regime has proved beyond all doubt how hollow were 
their slogans and how false were their promises. With 
the massive assistance received from the Centre and 


through the unshakable determination of the people 
themselves, the challenge of drought has no doubt 
been met but the way in which the new Government 
has mismanaged the affairs of the State hardly leaves 
any scope for a speedy recovery from the economic 
crisis that the State has undergone due to drught and 
flood. Money has been squandered to earn cheap 
popularity. Sources of income have been made to dry 
up. Abolition of land rent without introduction of 
a suitable alternative for augmenting renvenue is a 
glaring example of the shortsighted policy of the 
present Government. Growth of industries has been 
stemmed. The abolition of the so-called Tata Zamin- 
dari has scared the Industrialists and the prospects 
of minerals being exploited for futrther development 
of industries has been rendered bleak. The Gandak. 
Project has been virtually abandoned. To cover up 
the void created in the process of development of 
irrigational potentiality an Irrigation Commission 
has been set up to mislead public opinion. Law 
and order has touched the lowest ebb. Commu¬ 
nal peace has been distnibed. To crown all, pre¬ 
parations are afoot on a massive scale by the Com¬ 
munist and their fellow travellers to foment state¬ 
wide agrarian trouble in the name of land reform. 
In a nutshell administration has collapsed and the State 
is virtually on the verge of a economic breakdown. 

A change of Government is a usual practice in an 
democracy. But unfortunately, the new Government 
which is nothing but a conglomeration of parlies 
diagonally opposed to each other suffers from want 
of cohesion and the inter-party contradictions are 
making a mess of the whole affair. The only common 
link which is keeping them combined is their despe¬ 
rate bid to keep the Congress out of power. Fortu¬ 
nately, the people of the State have been quick to 
appreciate the absurdity of this proposition and 
their disenchantment is no longer a secret. Defec¬ 
tions have started from the ruling Front and, today, 
a Government which has lost its majority is being 
allowed to rule, thanks to the dilatory tactics adopted 
by them in calling the session of the Assembly for 
a trial of strength. 

But as I have already said publicly, this Govern¬ 
ment is now on the way out and the day is not far 
off when the people of Bihar will observe the day of 
their deliverance from these seekers of power and 
pelf and the process of progress snapped so suddenly 
and unexpectedly will be resumed with redoubled 
vigour. 
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Pause in Planning 

P. CHATTERJEE 


The decision by the Planning Commi¬ 
ssion, to postpone the launching of 
the Fourth Five Year Plan till April 
1969, was greeted in the country 
with a mixed feeling. On one hand, 
in this postponement some have spelt 
a plan holiday. On the other, many 
have expressed the view that without 
continuity economic plans cease to 
have the same force that they arc 
supposed to have and that the devel¬ 
opments initiated in various sectors 
in the economy would be largely neg¬ 
atived. While it cannot be denied 
that both these '■ides have some logic, 
it cannot iiisu be gainsaid that due to 
different factors a close look back¬ 
ward has become imperative. 

To appreciate this view it is not 
necessary to say that there has been 
over-pUinning as many have said, but 
it is, nonetheless, true that there was 
need to restrain the snowballing ten¬ 
dencies in plan investment. It is 
said that a good strategist knows how 
to advance; more than that, he knows 
where to stop for a while to have a 
hindsight on what he has been doing. 
For the plan, a holiday would mean 
that during the interregnum, the pro¬ 
grammes would be abandoned. On 
the other hand, a pause would indi¬ 
cate that the continued progress is 
maintained but in addition, instead 
of putting in doses of investment into 


new areas, more attention is given 
to consolidate the sectors in which 
development has already been ini¬ 
tiated. TTiis has been an important 
task mainly because of the damage to 
the economy caused by external 
factors of various kinds. 

Weaknesses in the Fourth Pi,an 
Drah 

In this context, one understands the 
scrapping of the draft Fourth Five 
Year Plan. The argument developed 
in the draft was weak and lacked 
conviction. Many of the statistical 
exercises therein were make-believe 
and illogical. In some cases, the 
arguments were such that would 
leave the impression that economic 
planning in this country was more for 
its own sake than for achieving cer¬ 
tain precise national objectives. The 
practicality of the targets was very 
easily questionable. One feels that by 
scrapping this draft, the new Plann¬ 
ing Commission has shown maturity 
of consideration of the different 
factors inherent in planning. Indeed, 
there should not be any emotional 
attachment of the planners towards 
the plan document and it is never too 
late to have a look back for applying 
the correctives deemed necessary 
in the planning process itself. 
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It is not that the draft has become somewhat irre* 
levant because of somebody’s fault but that devalua* 
tion of the rupee and the pound as also some other 
currencies have rendered the financial targets unrea* 
listic. Moreover, there have been changes in the im¬ 
port policy consequent on devaluation. The foreign 
exchange component of the plan would, hence, 
require recalculation. 

Opportunity for Assessment 

The decision on the pause has given the country 
an opportunity to assess, on the basis of the hindsight 
available, whether the growth orientation in the 
economic plans has been excessive or otherwise, in 
many quarters it has been made out that the heavy 
investment in capital goods has been one of the major 
reasons why the country has been so much dependent 
on foreign aid and loans, apart from heavy strain on 
consumption. The democratic structure of the govern¬ 
ment and the essentially long gestation period of the 
plan projects, at times made longer because of human 
and other failures have necessarily implied that while 
money is being pumped into the economy according 
as required, its way back tothc exchequer has been 
blocked in several ways. In spite of almost all the 
weapons being put into .action- taxation and borrow¬ 
ings, deficit financing and all that—the financial 
position of the governments at the Centre and in the 
States has remained very tight. The pressure on 
internal consumption has continued to rise all along, 
partly because the plan investment has had the effect 
of spreading purchasing power in different ways both 
on necessaries and on luxuries. The stresses and 
strains created in the process could be effectively 
countered only by increase in production on all sides. 
Unfortunately, it is on this side that not much spurt 
has been noticeable; in many cases it has been 
definitely inhibited by many factors and forces, at 
heast some of which are our own creation. 

Some' Problems 

Five year plans in India were started in the right 
climate of public opinion and a good deal of enthu¬ 
siasm was in fact generated though a lot more could 
be done in this respect. However, right from the 
beginning programmes of production have been 
handicapped. On the agricultural front the most 
uncertain factor has always remained so, in some years 
natural vagaries have been too costly. In industry, 
the story has been more of management failure to face 
up to the challenge of the new entrepreneurial 
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opportunity. There have been cases of bap 
planning and execution by management. Labour 
has not been as enthusiastic of the new economic 
phenomenon as it should have been. Capital has 
not been used as judiciously as is desirable. Raw 
materials productivity has not been as high as required. 
Pricing policies adopted have been by and large rather 
oppressive and infra-structure development has left 
much to be desired. What has increased manifold is 
activity in the tertiary sector, mainly trade, thus adding 
to the difficulties experienced in the economy. The 
physical achievements under the economic plans have 
been substantial in many ways but not quite as much 
as was expected. Wastes of all kinds have been 
rampant and, in all, plant effort in India has been 
costlier than it should be. It appears reasonable, 
therefore, that some time should be taken to take 
stock of what has happened so far and how improve¬ 
ments can be made in various directions. More so, 
because agriculture during the last two/three years has 
behaved most erratically regarding its response to 
the resource inputs and that this year may witness 
a bumper crop again to relieve part of the strain arising 
out of the servcrc drought throughout the country. 

Existing Gains Must be Safeguarded 

The forces alreiidy generated in the economy will, 
however, have to be taken care of. The first responsi¬ 
bility is to maintain the economic order already estab¬ 
lished, so that the industrial establishments can keep 
up production to capacity and that this is not put in 
jeopardy for want of resources. Secondly, closely 
connected with production is the regulation of prices 
which have been on the increase almost continuously. 
The pressure on food will continue even with the rise 
in production because distress imports will fall. 
If the food imports under P.L. 480 stop, the budgetary 
position will also be affected. Thirdly, there is need 
to consider the necessity of relieving the export goods 
of the heavy incidence of indirect taxes. Following 
the arguments put forward by Professor Gadgil, while 
for the purpose of restraining internal consumption 
the incidence of the indirect taxes should be increased, 
for the purpose of augmenting exports it has become 
urgent to grant total relief from such taxes to the 
export products. In some of the traditional export 
goods, which are price elastic, such grant of relief 
from the indirect taxes is likely to be more than com¬ 
pensated by foreign exchange earning. Jute and tea 
are examples in which otir loss Ims meant others’ 
gain. Lastly, projects under construction will need 
funds for their successful completion according to 
schedule. 
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In this context» it should also be taken into account 
that even without additional investment it is possible 
in this country to get larger output through reduction 
of various diseconomies that go along with an 
investment spree, through increasing the economies 
that are possible of achievement but not known at 
present; through working upto full capacity; through 
product improvement; and also through managerial 
and organisational innovations of various types. 
In the same vein it is logical to argue that the buoyancy 
of tax receipts should be increasingly expected through 
the spurt in the productive activities rather than 
through increasing the tax rates. Perhaps, the pause 
in planning will offer such an opportunity to consoli¬ 
date on the fronts already conquered, rather than going 
into new pastures while the old ones fend for them¬ 
selves. This attitude has been noticeable in Indian 
planning in very large measure indeed and over a 
period of time. This is where the shoe has really 
pinched. 

Significance of Reorganisation of Planning 
Commission 

The reorganisation of the Planning Commission 
is a recognition of the fact that between planning and 
its implementation, there was a gap and that even the 


targets fixed were not all based on adequate realism. 
Now that the planners would be expected to act only 
on an advisory basis and would remain responsible for 
formulation of the plans and evaluation of their im¬ 
plementation—truly staff functions—they should have 
the opportunity to connect the various loose threads 
and to integrate all the creative forces and factors into 
the plan frame. A better atmosphere than that exists 
now would be essential for this purpose. The reconsti¬ 
tuted Planning Commission is expected to give the 
right kind of leadership for not only a speedy recovery 
from the setback that we recently had, but also to ini¬ 
tiate further progress. The underlying need in this 
context is to appreciate the fact that plan targets are 
not sacrosanct and should be sensitive to the practi¬ 
cal realities as they keep on changing. Any kind 
of obsession either with the targets or with the policies 
would mean refusal to take lessons from experience. 

That in future the economic plans in India would 
be more accommodative than they have been so far, 
has been made clear by the new Vice-chairman of the 
Planning Commission, who has definite views on plan¬ 
ning, without being dogmatic; who knows the 
intricacies of economic planning in a democratic set¬ 
up; and who has the academic modesty and courage 
to admit possible failures. Groping in the dark is 
very likely to come to a close because of this pause. 
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Serving a hinterland of 5,00,000 square miles with 180 million 
people. The Calcutta Port hat to live up te the Increasing 
demands of our national plans and progress. With the aid or 
over 42.000 workers and the best possible equipment. the Port 
helps the country to earn 50% of the foreign exchange from 
export. The task and target of the vital ause that this Port 
serves are as complex as they are extensive. By 1971, the traffic 
capacity has to be geared up to about 14 million tons from nearly 
10 million tons in 19(0. To be an active participant in the 
gigantic national programme of progress Is the proud privilege of 
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Impact of Pound Devaluation 
on India 

PARAS RAM 

Research Officer, Indian Institute of Foreign Trade, New Delhi 

Thk impact of pound devaluation by 
14.3 per cent effected on November 
18, 1967 has been considered in 
certain quarters as minimal. But 
the import inhibitivc aspect of this 
measure cannot be wished away as 
the U.K. still continues to be a 
major market for many of our tradi¬ 
tional export items. Besides, pound 
sterling is the second world currency 
in which many countries transact 
their international business, and any 
change in its value has far-reaching 
impact on world business activity. 
For this international role of pound 
sterling, its devaluation has caused 
a major upheaval in the values of 
currencies of as many as 22 other 
countries (upto December 13, 1967). 
This upheaval has, however, been 
less severe than it had been at the 
time of the last pound devaluation in 
1949. Major developed countries 
comprising European Common Mar¬ 
ket, East European countries, U.S.A. 
Japan etc. did not devalue their 
currencies. 

In an examination of the effect of 
pound devaluation in India, it is 
necessary to take into account the 
extent of devaluation by other coun¬ 
tries and other follow-up measures 
taken by them as many of them 
compete with our products. The 


extent of devaluation by countries 
like Bermuda, Burma, Cyprus, Den¬ 
mark, Fiji, Guyana, Ireland, Israel, 
Jamaica, Malta, Malawi, Trinidad, 
Tobago and Zambia has been the same 
as that of the pound i.e. 14.3 per cent. 
Countries like Ceylon devalued by 
20 per cent; Hongkong, 4.3 per 
cent; Iceland, 24.6 per cent; Macao, 
5 per cent; Newzealand, 19.45 per 
cent; Nepal, 26 per cent; Spain, 16.6 
per cent; and Seiera Leone, 20 per 
cent. Pakistan, our major compe¬ 
titor in cotton textiles and jute goods 
has not devalued but developed a 
strategy, as discussed later, which 
aims at achieving the same purpose 
as devaluation would. 

Follow-up Measures 

An analytical review of the follow¬ 
up measures undertaken by the U.K. 
after pound devaluation will be help¬ 
ful in assessing its impact on India. 
These measures include, firstly, an 
increase in bank rate—the key 
lending rate—from 6| per cent to a 
new crisis level of 8 per cent. This 
is the highest level since 1914 when 
it was 10 per cent. Secondly, austerity 
measures have been adopted aiming 
at saving of more than 2400 miUion 
in putdic spending. The third is 
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htfe-pardiaBe restrictions cm purchasing cara-~ 
one of top export-winning industries. Fourthly, all 
banks have been ordered to restrict all loans except 
those to priority customers like export industries. 
Finally, the Corporation Tax on companies 
has been stepped up from 40 to 42 per cent. AH 
these measures including devaluation aim at making 
imports costlier by limiting the holding capacity of 
British importers, and would, therefore, aifect 
India’s exports. 

The measures undertaken by other countries, and 
of sizeable consequence to India inriude an increase 
in the export duty on tea from 35 per cent to 40 per 
cent by Ceylon who is our main competitor in this 
commodity. She has also enhanced duties on cinna¬ 
mon quills, cocoa, coconut and rubber. The enhance¬ 
ment of duties by Ceylon would neutralise to some 
extent the effect of devaluation of its rupee. 

Pakistan has abolished the 10 per cent export duty 
on jute and cotton. It has also increased the bonus 
vouchers on export of hessian from 20 per cent to 30 
per cent, thereby bringing on par the bonus on hessian 
and sacking. Moreover, the restriction in utilisa¬ 
tion of these vouchers has been withdrawn and Pakis¬ 
tani exporters can now sell the full quantity. These 
measures would achieve the same prouposc which 
devaluation would have, and neutralise to a large 
extent the advantages which Indian exporters en¬ 
joyed since devaluation of the Indian rupee in June 
1966. 

Impact on India 

The devaluation of pound aims at correcting the 
imbalance in Britain’s balance of payments position 
through lowering imports including the purchase of 
foreign invisibles, expanding exports, including sale 
of domestic invisibles, and stepping up the net in¬ 
flow of capital. For India, it would mean lowering 
of exports to Britain by making them costlier 
in British market, increase in imports by rendering 
them cheaper and discouraging inflow of foreign 
capital besides reducing the rupee cnquivalent of 
our sterling borrowings, and lowering the gold or 
dollar value of our sterling holdings. The impact of 
pound devaluation on India could, thus, be studied 
in the context of our trade relationship with Britain, 
its investments in India and other related matters. 

Major Trade Partner 

Though India’s trade links with Britain have been 
continuously on the wane, the latter still continues 


to be our single largest trade partner. During the 
five year period 1961-62 to 1965-66, average share of 
Britain in our total trade has been 16.7 per cent. In 
the earlier First and Second Plan periods, this share 
was estimated to be 24 per cent and 23.4 per cent 
respectively. In 1966-67, however, Britain’s share 
in India’s total trade went down to 11.5 per cent, 
which has further dropped to 11.3 per cent in April- 
August, 1997. This is shown in Table I. 


Tabu 1 

BRITAIN’S SHARE IN INDIA’S TRADE 


Period 

Exports 

Imports 

Total Trade 

First Plan Average 

27.0 

21.6 

24.0 

Second Plan Average 

27.8 

20.6 

23.4. 

Third Plan Average 

21.0 

14.0 

16.7 

1966-67 

18.5 

8.0 

11.5 

April-August, 1966 

16.8 

8.4 

11.4 

April-August, 1967 

16.5 

8.5 

11,3 


Pound devaluation would further deteriorate our 
trade with Britain through lowering of exports but at 
the same time not stimultating higher imports despite 
their becoming cheaper. Since exports account for 
a larger percentage of total trade between the two 
countries, any fall in their volume would affect 
adversely the total trade. This would moreover, have 
repercussions on our foreign exchange earnings which 
have not shown signs of improvement despite the 
drastic measure of devaluation of the Indian rupee 
last year. 

Anomalous 

Normally, pound devaluation should make British 
products cheaper for Indian importers vis-a-vis 
products of other countries which have not effected 
devaluation. This should increase our import bill 
from Britain. In view of this, our earlier supposi¬ 
tion of lower or non-stimulation of imports may 
appear to be anomalous and fallacious. But this 
conclusion could be arrived at only after taking 
into consideration different aspects of India’s import 
trade with Britain. 

India’s imports from Britain have been conti¬ 
nuously declining, and in a single year 1966-67, they 
declined by more than £ 100 million from £ 315 
million in 1965-66 to £ 213 million in 1966-67. About 
40 per cent of these imports are financed through 
British loans. Since it is implicit in the different 
measures including devaluation undertaken by Bri¬ 
tain that official loans to Commonwealth countries 
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would be alTected and that the dear money policy 
would hinder flow of direct private investment in 
India, it is an inescapable conclusion that imports 
from Britain would not increase despite their be¬ 
coming cheaper. The hope of diversion of our pur¬ 
chases made through free foreign exchange to Britain 
might also not come true as these resources might 
themselves be affected severally. This is because of 
lesser exports due to increase in competition in as 
many as 23 countries which have devalued their 
currencies and their becoming costlier as discussed 
later. 

The imports of some products like rough gems 
could have been stepped up but for our lower bargain¬ 
ing position vis-a-vis British exporters. The London 
Diamond Co., having world monopoly in rough 
gems is reported to have already increased their price 
by 16.66 per cent. The net effect of this is that 
prices are restored to the predevaluation level in 
terms of rupees. Indian importers have, therefore, 
been prevented from takeing advantage of pound 
devaluation. Instances like this are not lacking and 
therefore, confirm our earlier opinion that India’s 
imports from Britain would not be stepped up. 

Export Prospects 

Devaluation of pound would affect India’s trade 
links with Britain more in respect of exports than 
imports since the former account for a much higher 
percentage, as stated earlier, of total trade between the 
two countries than the latter. During the Third Plan 
period (1961-62 to 1965-66) whereas imports accoun¬ 
ted for 14 per cent, exports’ share was placed at 21 
per cent of the total trade. During 1966-67, as would 
be seen from Table 1, imports’ share fell to as low as 
8 per cent but exports still accounted for 18.5 per cent. 

India’s exports to Britain will largely be affected 
in three ways. Firstly, Indian products will hence 
forth face more competition from the products of 
countries which have devalued their currencies 
simultaneously with pound devaluation. This would 
affect nearly 70 per cent of our exports to U.K. 
which largely comprise of traditional items like tea. 
cotton textiles, jute goods, tobacco and tobacco, 
manufactures as discussed in detail later. Secondly, 
British importers may import less from India as 
Indian goods have become costlier by 16.6 per cent 
to them consequent upon devaluation of pound. The 
value of rupee in terms of pound has gone up by 16.6 
per cent as against the value of pound which has fallen 
by 14.3 per cent in terms of rupee. Indian products 
would also be rendered costlier by the increase in 


freight rate by 12.5 per cent as announced by shipping 
companies. Besides, the dear money policy axmounc- 
ed with devaluation of pound wotdd also contribute 
towards making foreign goods costlier in British 
market with its ultimate effect on Indian exports. 
Thirdly, Indian exporters may direct their marketing 
efforts towards the internal market as their earnings 
would now be reduced by Rs. 3 on goods worth one 
pound, the value of pound sterling has been reduced 
from Rs. 21 to Rs. 18 The earnings of Indian 
exporters of non-traditional goods would be further 
eroded in terms of less accrual of cash assistance and 
impor-treplenishments which arc given on the basis 
of f.o.b. value of exports. The relief in export duties 
which are also calculated on the f.o.b. value of exports 
may not materialise if these duties are charged on 
one uniform market value for all exports as the 
cu.stoms people have been reported to have taken a 
decision instead of the f.o.b. value. 

We examine below the effect of pound devalua¬ 
tion on our important export items like tea, cotton 
textiles, jute goods etc. 

Tea 

The United Kingdom is the largest market for 
Indian tea accounting for more than half of its total 
exports. Since tea accounts for about 13 per cent 
of India’s total exports, any adverse effect on its 
sales would seriously jeopardise our foreign exchange 
earnings. Even before devaluation of pound sterl¬ 
ing, exports of Indian tea to U.K. had declined by 
36 million lbs from 252 million lbs in 1965 to 216 
million lbs in 1966. This decline had been a matter 
of great concern, particularly, as it happened during 
the period when Indian rupee was drastically devalued, 
and total imports into U.K. had increased from 515 
million lbs to 559 million lbs during the period under 
review as shown in table 2. 


Table 2 

IMPORTS OF TEA INTO UK 


Value : ’OOOS 
Qty : ’000/A*. 


Country 

1965 


1966 



Qty 

Value 

Qty 

Value 

India 

252,280 

51,525 

216,054 

46,007 

Ceylon 

175,580 

35,742 

155,638 

31.074 

Kenya 

25,895 

4,558 

40,634 

IfiiS 

Malawi 

13,305 

2,327 

18,836 

3,193 

Total including 
others 

315,191 

107,523 

558,772 

99,415 
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During the period Jantiary-September, 1967exports 
of Indian tea have been reported to be hi^er by 
18 million kgs. over the same period in 1966. This 
revival had generated hopes in regaining this lost 
market. But these hopes have been shattered not 
only by pound devaluation, and other stringent 
monetary conditions but by the increase in 
competition from our main competitors like Ce>ion 
and Malawi who have also devalued their respective 
currency. 

Another serious threat to tea exports lies in the 
fact that any reduction in price of tea in London 
market would have a highly damaging effect on the 
price of Indian tea in other markets. This is because 
London auction price of tea is usually a barometer 
of world prices. The international price moves up 
or down usually with the London price of tea. 

Reduction in price of tea in London may seem to 
be anomalous as devaluation should have made it 
costlier than cheaper. But this is the realistic posi¬ 
tion which would happen if the current reports are 
any indication. Reports from London during the 
past few days indicate that pressures are beginning 
to be applied to get price^reduefion for all import 
commodities and not only of tea where action of our 
competitors would depress them further. 

Cotton Textiles 

* 

Cotton textiles are one of our three major tradi¬ 
tional foreign exchange earners namely, tea, jute 
manufactures and cotton textiles, and the United 
Kingdom is our largest market for them. 26 per cent 
of our total exports of cotton piece goods and 20 per 
cent of cotton manufacturers were directed to this 
market in 1966. India’s exports of cotton piece 
goods to U.K. declined from 1649 lakh sq. metres in 

1964 to 1341 lakh sq. metres in 1965 and 1106 lakh 
sq. metres in 1966. Relatively, U.K.’s share in In¬ 
dia’s exports of cotton piece goods declined from 32.8 
per cent in 1964 to 26.4 per cent in 1965 and 26 per 
share in India’s exports of cotton piece goods dec¬ 
lined from 32.8 per cent in 1964 to 26.4 per cent in 

1965 and to 26 per cent in 1966. Exports for cotton 
manufactures declined from 33.7 per cent in 1964 
to 19.8 per cent and 20.8 per cent in 1965 and 1966 
respectively as can be observed from Table 3. 

Devaluation of pound sterling and the subse¬ 
quent devaluation by our competitors like Spain 
and Hongkong of their respective currency, 
and the grant of 10 per cent subsidy by Pakistan in 
its exports of textiles would cumulatively have a fur¬ 
ther adverse impact on our exports of cotton 
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texlies. The withdrawal of 3 per cent levy on exports 
of textiles to U.K. by India may enable our exporters 
to meet competition from Hongkong; but the threat 
from Spain and Pakistan would continue to exist. 

Table 3 

INDIA’S EXPORTS OF COTTON TEXTILES 

Qty: Lakh metreshq. meters 
Value : Lakh rupees 


Year Cottan Piece Goods Cotton Manufactures 



Total 

(Qty) 

u:k. 

(Qty) 

% 

share 

(Value) (Value) 

Share 

1964 

5028 

1649 

32.8 

1401 

473 

33.7 ' 

1965 

5069 

1341 

26.4 

1647 

326 

19.8 

1966 

4243 

1106 

26.0 

2148 

431 

20.0 





(1370) 

(285) 

(20.8) 


Note: Figures in brackets are for the post-devaluation period 
of 1966 i.e. June-December 1966. The figures for 1966 
are not comparable with the previous year’s figures. 


Export Quota 

Exports of cotton textiles to U.K. have been 
governed by an agreement under which a certain speci¬ 
fied quota is allotted to India. A fresh agreement 
was signed between the two countries for a period of 
five years starting from the licensing year December 
1965 to November 1966. Under this agreement, 
a quota of 195 million sq. yards for retention in 
the U.K. has been provided for India in the 
first year of the agreement, and one per cent 
growth in every subsequent year until 1970. There 
is, therefore, a feeling in certain quarters that our 
exports of cotton textiles may not be affected by 
pound devaluation and by the action of other countries 
as detailed above. 

This view is, however, not realistic as 'the quota is 
not a binding on the British market to buy that much 
of cloth. In fact, it represents a ceiling on the cloth 
which wc can sell to that market’. Moreover, ’during 
the last eight years, except in two or three years, we 
have not been able to fulfil even 75 per cent of this 
quota’. During the quota year 1966, India’s ship¬ 
ments to U.K. fell short of the quota by about 40 
million sq. yards. 

Jute Goods 

Consequent upon the pound devaluation, India’s 
exports of jute goods are threatened on two counts 
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(0 from systhetic fibres which may be substituted in¬ 
creasingly for jute goods due to the latter’s becoming 
costlier in the U.K. market; and (/») from Pakistani 
products which would henceforth compete more effec¬ 
tively. Though Pakistan has not devalued its currency, 
the strategy followed by it in regard to exports of 
jute goods through the abolition of export duty and 
increase in bonus vouchers would achieve much the 
same purpose as devaluation would. Pakistan has 
abolished the 10 per cent duty on jute. It has also in 
creased the bonus vouchers on export of hessian from 
20 per cent to 30 per cent, thereby bringing at par 
these vouchers in hessians and sacking. Moreover, the 
previous condition of 10 per cent utilisation for their 
own purpose by the mills has been withdrawn. Now 
Pakistani exporters can sell the full quantity of bonus 
vouchers. These vouchers enable them to compete 
effectively in international markets as the premium 
earned by them on these vouchers saves them of the 
worry to earn profits from exports. Probably, be¬ 
cause of these advantage Pakistan has been conti¬ 
nuously improving its position in the markets of U.K. 
and other countries as shown in Tabic 4. 

Table 4 

EXPORTS OF JUTE GOODS FROM INDIA AND 
PAKISTAN TO UNITED KINGDOM 

(000 tonnes) 


Year 


India 


Pakistan 


Hessian 

Sacking 

Hessian 

Sacking 

1962-63 

33.7 

6.7 

5.1 

3.6 

1963-64 

31.7 

7.8 

5.6 

3.1 

1964-6S 

28.9 

8.9 

4.7 

3.4 

1965-66 

28.3 

4.5 

10.2 

3.9 

1966-67 

23.4 

3.4 

8.3 

4.9 


Matter of Concern 

It would be observed from Table 4 that whereas 
Pakistan has increased its exports of hessian from S.l 
thousand tonnes in 1962-63 to 8.3 thousand tonnes in 
1966-67, India’s exports decreased from 33.7 thousand 
tonnes to 23.4 thousand tonnes over the same period. 
Similarly, while the former’s exports of sacking incre¬ 
ased from 3.6 thousand tonnes to 4.9 thousand tonnes, 
the latter’s despatches declined from 6.7 thousand 
tonnes to 3.4 thousand tonnes over the period under 
review. The decline in India’s exports in 1966-67 over 
the previous year as shown in Table 4 is a matter of 
great concern particularly in view of the fact that India 


effected devaluation in this period which should have 
stimulated our exports. Pound devaluation would 
further aggravate the situation as explained earlier. 

Other Commoditie.s 

Other commodities which arc likely to suffer a 
major setback in the British market as a result of 
pound devaluation include hides and skins, oil cakes, 
tobacco—manufactured and unmanufactured, coir 
products, raw wool, groundnut extraction etc. Even 
exports of engineering goods and handicrafts are likely 
to be adversely affected. 

Britain accounts for about 45 per cent of India’s 
total exports of tobacco manufactured and unmanu¬ 
factured. These exports arc now threatened in this 
market by simultaneous devaluation of our competing 
countries like Ireland, Jamaica and Zambia of their 
respective currency. 

India’s c.xports of oil cakes and oil residues resulting 
from the extraction of vegetable oils will encounter 
competition from the Irish Republic and Burma who 
have also devalued their respective currency. Our 
exports of feeding stuff for animals would henceforth 
face severe competition from countries like Burma, 
New/caland, Irish Republic. Iceland etc. 

.^pproximatcly half of India’s exports of handi¬ 
craft are made to U.K. and hence pound devaluation 
would hit them badly too. Already exports of dia¬ 
monds have virtually come to a standstill due to in¬ 
crease in price by 16.667 per cent by the London 
Diamond Company which holds a monopoly in the 
supply of rough gems which are imported by India 
for processing and re-export. Moreover, Israel, our 
main rival in diamond trade, has also devalued its 
currency, thereby enabling its exporters to compete 
with India more effectively. 

The position with regard to the exports of engi¬ 
neering goods is also not satisfactory. Besides in¬ 
curring a loss of 14.3 per cent in rupee realisation in all 
contracts secured on the basis of sterling or other 
currencies which have been devalued, the exporters, 
earnings would diminish through less accrual of cash 
subsidy and diminution in the value of replenishment 
licences granted on the basis of f.o.b. value of exports 
(The f.o.b. value would now be less by the extent of 
pound devaluation). The diminution in the earnings 
of exporters would entice them to direct their marketing 
efforts in the domestic market, thereby ultimately affe¬ 
cting India’s exports. According to the Engineering 
Export Promotion Council, as a consequence of the 
devaluation of the pound, and if correctivemeasures are 
not undertaken to offset its effects, there may be a fall 
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of about Rs. five cores in the exports of engineering 
goods. 

Benepits 

Every action has two aspects—good as well as bad. 
The devaluation of the pound is not an exception to 
this rule. If it entails bad results, it carries c«>rtain 
benefits too for India. For an objective analysis it is, 
therefore, essential that we also discuss the benefits of 
this measure. Without such a discussion, the present 
analysis would be devoid, of objectivity, and remain 
onesided. The benefits from pound devaluation to 
India are discussed below. 

Lower Ruffe Costs 

The rupee costs of India's imports which had gone 
up substantially after the rupee devaluation in June 
1966 would be slightly lower. Because the new ex¬ 
change rate ‘signifies that the Indian rupee has been 
devalued by 36.5 per cent with respect to the U.S. 
dollar, and by 26 per cent with respect to the British 
pound’. Thus, payments in pound sterling have 
become cheaper by Rs. 3 to each pound. 

Importers in India including the public sector pro¬ 
jects like the Heavy Electricals, Bhopal and the Chit- 
ranjan Locomotive Works would find their rupee 
costs reduced in the imports effected from the United 
Kingdom.* The import prices of goods from other 
sources may also be lowered slightly in order to com¬ 
pete with British goods rendered cheaper by pound 
devaluation. Lower rupee costs may reduce, though 
marginally, the manufactui ing co.sts in India, thereby 
giving a new fillip to an otherwise recession beaten 
economy. Many Indian companies which have sterl¬ 
ing debt obligations will benefit from the pound 
devaluation as they would now remit less amount of 
their currency as compared to before. 

Servicing Charges 

The United Kingdom has been an important source 


of external financial assistance to India. Our foreign 
debt in sterling is estimated^to be about £34S million 
which is more than 10 per cent of India’s total debt 
payable in foreign exchange. Though devaluation 
would not have an effect on the amount of India’s 
obligation in terms of sterling, it diminishes the ser¬ 
vicing charges in terms of rupees by 14.3 per cent. 
It would, thereby, improve our budgetary position 
slightly. 

British Investments 

The profitability of investments in India has im¬ 
proved after the devaluation of pound. Because, for 
the same amount of rupees of profits remitted from 
India to Britain, ‘the British investors would now be 
able to realise more pounds at home. It would, thus, 
improve the profitability of British investments in 
India (as all over the word) so far as British investors 
are concerned.’ 

Devaluation would also render visits to U.K. by 
businessmen and others, and education of Indian 
students cheaper. These visits would ultimately bring 
more business to Indian exporters, thereby nullifying 
to some extent the adverse impact of devaluation on 
India’s exports. 

Conclusion 

Considering the positive and negative aspects of 
devaluation, it is the latter which outweigh the former 
India would lose more foreign exchange by way of 
lower exports than gain through cheaper imports. 
Devaluation would increase the outflow of foreign 
exchange from India as remittance of the same amount 
of rupees would now exchange for more pounds abroad. 
It would lower our sterling holdings which constitute 
one sixth of India’s total reserves in gold and foreign 
exchange. The worldwide repercussions of devaluation 
would seriously jeopardise our export effort. It 
has necessitated a fresh look into our export promotion 
policies which have hardly stabilised since the rupee 
was devaluated last year. 
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Mass Violence and the Prospects of 
Liberal Democracy in India 

R. SRINIVASAN 

Lecturer, Department of Polities, University of Bombay 


Indians whether they be citizens, 
party workers, administrators or 
political officials should be interested 
in the contemporary decline in the 
Rule of Law and of democratic 
procedures which seems to have 
swept over the country. An important 
question is whether this is but 
a passing phenomenon or whether 
it would be a persistent feature 
of Indian politics. Unfortunately, 
Indian political socientists who are 
professional students of politics have 
not paid to these the attention 
that they deserve. Consequently, the 
understanding of the problem has 
suffered from lack of analysis. The 
Department of Politics of the Bombay 
University recently organized a semi¬ 
nar on Law and Order in Contempo¬ 
rary India and its Implications for 
our Democracy. The participants 
besides political scientists, included 
psychologists, party workers, journal¬ 
ists, trade unionists, police officials, 
and students of law, economics and 
labour relations. The proceedings 
and the papers are scheduled to be 
published after a few months; 
meanwhile, a brief resume of its 
findings may, perhaps, be of wider 
interest. 

At the very outset, an important 
theoretical question may be raised; 


and that is whether, one should un¬ 
equivocally condemn all violence. Is 
it likely, that violence might have 
some social function? As citizens 
we might deplore the outbreak of 
violence. But students of the pheno¬ 
menon have seen in violence a catalyst 
of social change. Both Hegel and 
Marx were aware of this, while 
those who are committed to the 
status quo might view any unsettling 
demand or exhibition of determina¬ 
tion on the part of a minority as 
disruptive, subsequent generations 
might view it as a healthy demand. 
Thus when the non-Brahmin castes 
in the 1920s demanded and obtained 
concessions it was then regarded 
as unsettling of settled procedures. 
Later, this was seen to be inevitable. 
Similarly, exhibitions of violence may 
be discovered to be not entirely dis- 
functional. Violence is the result of 
conflicts and it is likely that a social 
system that is fast changing might 
generate a great deal of violence 
mainly because of the lack of settled 
ways of bringing about social change. 
A society that is fast changing neces¬ 
sarily is one where there is no full 
agreement about the ends and goals 
and the means to be made use of 
to realize them. There is absence of 
settled rules which are acceptable to 
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one and all. This is because the rationale of many a 
political institution is but imperfectly understood by 
the masses and the leadership hiiled to communicate to 
them the significance of these. Conflicts and incidence 
of violence should be regarded as social phenomena 
which need to be studied. Another, equally important 
question that ought to be looked into is whether 
once the political institutions develop sufficient 
maturity and secure widespread acceptance, among 
the massess, such outbursts will be aviodable. 

Society m Transition 

Since violence has been widely regarded as charac¬ 
teristic of a society in a period of political and social 
transition, a brief analysis of the features of a transi¬ 
tional society needs to be made. Some call this an 
unsettled political culture—but there appears to be an 
agreement that there is some causal connection bet¬ 
ween transitional society and the widespread exercise 
of violence in it. The characteristic features of such 
societies arc: a general lack of consensus among the 
people about the political institutions and the Consti¬ 
tution as well as the polity. The accumulated capital 
of consensus towards the political system after inde¬ 
pendence is spent away sooner or later and disillusion¬ 
ment with th^e working of the government institutions, 
great economic privation, and general discontent 
appear to be inevitable. What makes these exhibi¬ 
tions of "discontent particularly dangerous to democ¬ 
ratic institutions is the absence of a sense of integra¬ 
tion amidst the minority and regional groups towards 
the country as a whole. Regional demands and 
affiliations gather strength even if they be at the cost 
of the central government. In India, every state 
government has been subject to these pressures and 
they all share common problems. A sense of 
inherent rightness about their demands, their refusal to 
couch it in terms of reason and the highly emotionally 
charged issues, their unwillingness to compromise, 
and the high infective nature of these attitudes in other 
regions are to be widely seen all over the country. 

When contrasted with the countries in Africa, we 
see in our country another complicating factor. This 
is the cultural heritage of ours which people who are 
impatient may well characterize as a burden. Ours 
is not only a transitional society, but one which has 
not entirely cut off its traditional moorings. The 
general unsettlement arises also from a breakdown of 
older traditional and religious values, a spread of an¬ 
xiety and uncertainty, the disappearance of familiar 
notions of authority, and an emotional unsettlement 
in the presence of secular policies. In this context, 
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easy categorization offer a tempting explanation. A 
thing is either black or white. Demagogy is highly 
rewarding, for this is the one rapport between the 
masses and the leaders. Symbolic protests, such as 
burning of effigies, of reports, of public property offer 
emotional release. Rationality is at a low level. 

In short, this means the emergence of deep-seated 
loyalties, which are primordial and which often run 
counter to secular, rational and nationalist goals. 
Every state would fain press its demands even if it 
be at the cost of the national good. Several organi¬ 
zations have gathered political strength in the context 
of the rise of primordial loyalties. Regional and 
language demands, abolition of cow-slaughter, the 
border and inter-state disputes all can be understood 
and tackled only on an understanding of these forces. 
A few parties operate successfully and have dug deep 
roots thanks to these appeals; even ‘advanced and 
forward’ parties like the CPI have seen fit to tailor some 
of their policies to fit in with these demands. The 
emergence of these ‘segmented identities’ have brought 
about a state of ‘near war’ and the parties to the con¬ 
test calculate carefully and coldly their chances of 
success as generals would plan strategies. Political 
parties which have had no opportunities to form 
governments welcome these demonstrations. 

These, therefore, involve conflicts and though con¬ 
flicts arc common to all societies, in our situation there 
is no agreement even on the basic rules that ought to 
govern conflict—if we regard politics to involve some¬ 
thing akin to a conflict situation. Between the parties 
and indeed with the people, the procedure to be 
adopted to resolve differences, the basic tenets on 
which all are agreed, the goals of our society are 
subjects for debate. This breeds distrust and large- 
scale eruption of violence. Indeed, violence is in¬ 
herent in the very situation of mistrust that seems 
to operate widely throughout the country. Thus, 
the findings of the Home Ministry in its 1966 Report 
should not at all be surprising: It calculated that in 
1963, there were 148 violent demonstrations of a major 
variety; in 1964 there were 363; in 1964 there were 
292, and 1966, which was the pre-election year, saw 
the peak of 700 incidents. In such a context the 
casualties are what we regard to be the main ingre¬ 
dients of a constitutional government—Rule of Law, 
consensus and compromise. Violence is not due to 
unorganized outbursts of anger or petulence; it is not 
due solely to economic misery and privation; several 
parties have used it as an instrument of policy. They 
have used it to promote their hold over the masses, 
disfigure the ruling party and fish in troubled waters. 

What has made these disturbances particularly 
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dangerous to the health’of the body politic is the failure 
of the administration both at the centre andat the state 
levels to stand up these challenges. These diflFerenccs 
which should be resolved at the proper levels (as for 
instance in the legislatures) a re not effectively attemp¬ 
ted at all. In fact, the functioning of these bodies, as 
well as the civil service is subject to the very same 
influences that operate outside. Instead of discussion 
and compromise, caste, language and regional appeals 
exacerbate the proceedings; when compared to western 
models, legi.slatures, here operate at an extremely 
low level of efficiency. In fact, the function of the 
legislature appears to be not to legislate, but to 
compose differences and resolve conflicts. There is a 
‘crisis in objectivity' a Southerner cannot believe the 
Northerner; nor the Kannadiga the Maharashtrian 
and this widespread suspicion seeps into the organs of 
government as well. 

Unfortunately, the government has often fallen 
a prey to these forces and has preferred to submit to 
these forces rather than to those approaches that are 
rational and persuasive. This is the general pattern 
of politics in our country, and the role of the police, 
the trade unions, the widespread gheraos should all 
be seen as either strengthening the forces of democracy 
or undermining them. Will these violent demonstra¬ 
tions work towards destroying our democratic poli¬ 
tical structure? 

ViOIENT DiSTURBANCIS ARU URBAN FEATURES 

There appears to be a widespread notion that these 
disturbances are essentially urban features. In the 
rural areas, there is great poverty, economic distress 
and severe privation. But there appears to be no 
tendency among the rural masses to resort to violence. 
If violence is a manifestation of urban unsettlement, 
can it be argued that the labour foices have something 
to do with these? After all the lust two years have been 
years of gheraos, when Indian politics experienced 
dimensions of protest never seen in similar intensity at 
any earlier lime. 

If the workers have resorted to gheraos how is it 
that the phenomenon of gheraos did not attain uni¬ 
versality? In Bombay city, attempts were made at 
a general strike and at total bandhs, but gheraos were 
not resorted to. And also the extent of the bandhs 
too can be exaggerated. “All the physical and pro¬ 
perty damages caused through all the Bandhs in India 
did not equal the violence that was witnessed in Ponzan 
in 1953, Salma in U.S. in one day and Hungary in 
a few days." Agreeing to this, it must be accepted that 
the loss to life, property and economic produce during 


the bandhs and gheraos, though perhaps not compar¬ 
able to what obtained elsewhere, were indeed too 
expensive for a poor country like India. The bcmtUis 
in Bombay and Calcutta, were not basically economic 
in their origin but owed their inspiration to political 
strategies. Attempts were made by the leftist 
elements for politied advantages. The annual bandhs 
of 1964,1965,1966 in Bombay educated the workers 
not to be taken in by these stances; the 1966 Bandhs 
in the city proved to be a damp squib and the Bandhs 
scheduled to be held on July 14, 1967 had to be called 
off. The lesson is clear. Where workers arc well 
organized in trade unions, and where the unions arc 
not led by outsiders, there is every possibility of the 
growth of not only strong trade unionism but of 
negotiation, and of the other healthy features that we 
usually associate with democratic unionism. 

If Bombay demonstrates the possibilities for the 
capacity of the workers to be educated enough not to 
be led by politically opportunist elements, Calcutta 
proves the dangers not only to law, order, and peace 
but to unionism itself, arising out of political inter¬ 
ference into trade unionism. Between March and 
August 1967, in Bengal there were 915 gheraos; 
of these 319 were in Calcutta and 696 in the districts. 
While Bengal accounted for 915 of these, the incidence 
for the whole country was 1230. On March 27, 1967 
the West Bental Labour Ministry sent an order to the 
police to the effect that ‘they should not intervene 
in any legitimate trade union movement. If any 
intervention has to be undertaken, the matter 
should first be referred to the Labour Minister and his 
decision obtained.’ After this order, the rise in the 
number of gheraos was striking. See Table 1. 

Table 1 

GHERAOS IN WEST BENGAL, 1967 


March 

47 

April 

163 

May 

237 

June 

163 

July 

138 

August 

167 

September 

315 

October 

2 


It migt be likely that there were economic reasons 
at the back of the gherao, but commentators under¬ 
lined political designs behind these. A leftist weekly 
observed that the gherao was the prerequisite for the 
Cultural Revolution to take place in India. Several 
labour leaders condemned the move. A few traced 
its wide prevalence in West Bengal to a funda- 
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mentally weak trade union base. Acting on the 
principle of collective coercion, it did not promote 
bargaining at all. All agree that it was illegal, and 
amounted to intimidation. The gherao was resorted 
to, to press all sorts of demands, some legitimate and 
several illegitimate. 

To the student of Indian democracy, what is most 
significant about the gherao is that unlike other ibrms 
of violent protest, this alone has been totally and 
wholly declared as illegal through the proceedings in 
a High Court. In future, it would he difilcult to legally 
sustain a gherao movement and no ministry would 
circulate ordersasdid the West Bengal Labour Minis¬ 
ter. From 315 incidents (for September) the gherao 
plummctted to 2 in October, suKsequent to the decision 
of the Calcutta High Court which ruled that forcibly 
restraining persons from free movement is an illegal act 
under the Indian Penal Code. The Minister was 
reprehended for his orders and it was pointed out that 
had these continued there n ould have been an end of 
constitutional government. Members of a t radc union 
are as much subject to the ordinary laws of the land as 
are other individuals. 'Gherao is not an offence as 
such. But where it is accompanied by confinement; 
restraint or other offence, the fact that it is done by 
members of a trade union and used as an instrument of 
collective bargsdning, gives rise to no special treatment 
or exemption from liability under the law.’ 

However much the gfieraos arc to be condemned, 
it cannot be denied that there was some economic 
base to the deep discontent. Reccs.sion was partially 
responsible for a degree of retrenchment, and lay¬ 
offs; there was a tendency on the part of iheemployci 
to evade the awards of Courts and Tribunals. But 
had there been a vigorous trade union movement, 
several of these grievances could have been resolved 
more amicably. 

That the trade unions had to resort to these extreme 
measures to press their demands illustrates a funda¬ 
mental limitation of Indian political development. 
This is the virtual absence of powerful interest groups. 
In democracies, numerous pressure groups and interest 
organizations pressurize the government and obtain 
benefits. They strengthen the political system, by 
adhering to established procedures; they indulge in 
communicating their wants to the public and to the 
government. They also tend to posit their interest in 
the context of larger issues. In our country, these 
groups arc not highly developed at all. Even in the 
field of trade union organization there are multiple 
unions. Thus in the decade between 1951 and 1961 
.when the trade union membership rose by 101 per cent 
the number of unions increased by 152 per cent and the 
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average membership per union fell from 3594 in 1927 
to 548 in 1963. Most of the unions are not organized 
at the national level but are loosely affiiliated to polit¬ 
ical parties. Thus political issues interfere and idcolo- 
logies dominate the activities of trade unions. Not 
only are there factions within the trade unions; not 
only arc there rival trade unions within the same trade; 
but political divisions within a parly in astate have their 
effect in the organizations of unions as well. A few 
trade union organizations arc however, showing in¬ 
terest in preserving their autonomy and it is likely that 
if this persists,uUimatcly,violentdcmonstrations would 
decrease. For with better organizations there is every 
likelihood of unions becoming more responsible in 
Ihcir actions. And they will discover that the de¬ 
mocratic process ultimately delivers the goods more 
effectively and efficiently than any other. 

Police Morale Eroded 

It can be argued that something has to be done 
about our police organizations and indeed make them 
effective instruments for maintaining law and order. 

In the nineteenth century when the police forces were 
established they were far from being efficient and were 
not famous for their integrity. During the nationalist 
movement, a stigma attached itself to the police and 
it is doubtful if it has vanished e\'en today. The 
Government has done little to boost the morale of the 
police forces and the wide corruption that is supposed 
to be prevalent is to be partially accounted for by a 
general decline of economic standards. The recent 
strike of the police in the capital revealed several 
areas where reform is most imperative. It is difficult 
to assume that the police would continue as an 
effective force to maintain law and order unless a 
thorough reform of the organization is set in and new 
traditions established. 

Several other developments have contributed to 
the erosion of the morale of the police services. The 
masses have become violent and the police have often 
suffered at the hands of violent mobs. More serious 
has been the continuous demands made for judicial 
enquiries to be established to cover every ‘incident’ 
involving police firing. The assumption seems 
to be that mobs arc always in the right and the 
police in the wrong. The orders passed by the 
Bengal minister of labour to the police indicated 
uncalled for interference in the activities of the police. 
Such political interference has assumed extremely 
serious proportions and the recently-released Mahajan 
Commission’s Report underlines the need for restraint. 
Unfortunately, the members of the opposition have 
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regarded the police as agents of the party in power. 
In the non-urban areas there are no definite tradition 
yet built up regarding the relations between the dis¬ 
trict magistrates and the police authorities; and here 
the interference of the party activists has remained a 
critical factor leading to unsettlement of sound rela¬ 
tions, In this context, the independence of the police 
needs to be protected for often the infringementof the 
laws may not arise so much from the mobs as from 
party politicians. 

Crisis in Social Communication 

There is no escaping the fact that the government 
should be firm in putting down the disturbances to 
law and order. But this forceful exercise of authority 
while immediately valuable in itself may not suffice 
unless accompanied by long-term perspectives as well. 
Here the role of communication needs to be stressed. 
The crisis in the law and order situation in India is 
essentially a crisis in social communication. The 
government, it must be admitted has failed in carrying 
the people with it and in winning over the confidence 
of the demos. Another dimension of the same problem 
is seen in the different sections of the people not being 


ready to vest confidence in the government sufSciently to 
allow it to act as umpire in the numerous conflicts that 
do arise from time to time. This crisis of confidence 
of the people in the government can be demonstrated 
by the widespread prevalent feeling that one cannot 
convince the government of the rightness of one’s cause 
unless one resort to violence. The crisis in commun¬ 
ication is also due to a lack of response from the 
government. A responsible government is not 
only a representative government; it is a responsive 
government as well. 

This failure in communication itself is due to an 
inadequate understanding of the potentialities that the 
government has in the instruments of communications 
over which it has a near monopoly. Another failure 
arises out of the ignorance of the idioms and symbols 
that will strike a chord in the heart of the people. 

Though communication is important, it takes 
time to register; but can the situation wait long 
enough? It is suspected that the time taken would 
be very long and fissiparous tendencies would be 
entrenched too deeply to be uprooted, A short-term 
solution is one of trust of the people in their rulers but 
to win this the rulers will have to radically improve 
their public image. 
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67 TEARS VALUABLE SERVICE TO THE NATION 

1901-1967 

We i^oneered in the field of iPbarmaceutical and Chemical Industry in the Country and out 
lines include 

PHARMACEUTICALS: 

Caffeine and its Salts, Nicotinic Acid B.P., Nicotinamide B.P.Injectables, B.P. preparations, Magne¬ 
sium Trisilicate, Magnesium Sulphate, Diabinol, Fenobinol, (Anti-Diabetic) Isoniazid, Antiben, 
(Anti-Tubercular) Novoirone (Solapsone B.P.), Novophone (Dapsone B.P.) (Anti-Leprotic) Drugs and 
various other Pharmaceutical Chemicals, e.g. Potassium Citrate, B.P., LP„ Sodium Citrate, B.P., I.P., 
Potassium Chloride, B.P., LP., Sodium Chloride, B.P., LP.. Etc. 

ALSO 

Surgical Dressings and Sanitary Towel. 

HEAVY & FINE CHEMICALS: 

Alum, Alum Sulphate (Iron Free), Alumino Ferric, Magnesia Sulphate, Pheneol, Lysol, Naph¬ 
thalene Pure and various other reagent quality fine chemicals for Laboratory purposes, e.g. Potassium 
Citrate, A.R., Sodium Citrate, A.R., Potassium Iodide, A.R., Sodium Chloride, A.R., Etc. 

TOILET PRODUCTS: 

Superior quality Toilet Goods including Soaps, Hair Oils, Face Creams, Body and Face Powder, 
Perfumes, Tooth Powder & Tooth Paste Etc. 

Enquiries from reputable Business Houses with Bank references cordially invited. 

Bengal Chemical & Phannaceutical Works Ltd. 

Oldest Indian Manufacturers of Pharmaceuticals and Chemicals 

6. Ganesh Chunder Avenue, Calcutta-13, India 


For Evolution of Indian Industries: 


DABUR AYURVEDIC MEDICINES 


are known throughout India for the last 
84 years. The manufacture is based on 
formulae of ancient ayurved employing 
most modern scientific methods to pre¬ 
serve efficacy for a long time. Mainte¬ 
nance of quality makes Dabur products 
increasingly popular. 
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LIMITED 

(A Government of West Bengal Undertaking) 
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in any language, it’s sweet 



in old French it was cailed ZUCHRE. In Arabic and Persian it is SUKKARand 
SHAKAR respectively. It is SHARKARA in Sanskrit and SAKKHARON in Greek 

One does not have to be a scholar to notice the evident phonetic resemblance 
of the words. It is perhaps not surprising, since all of them mean the same 
thing—SUGAR, the universal sweetening agent which in some form or other 
has been known to mankind from the neolithic age. 

Today SUGAR usually means crystalline sucrose—the kind you use in your home 
everyday. It is an essential item in your diet with a high energy value of 1,794 
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In May, 1962, Hindalco started production with a smelter capacity of 20.000 tonnes a 
year. This was doubled to 40,000 tonnes in November, 1965, and in August, 1967, THE 
CAPACITY HAS FURTHER INCREASED TO 60,000 TONNES. A primary output of 
60.CCO tonnes at current international prices will represent a foreign exchange saving of 
aba:.; U S. $ 30.07 million or Rs. 25 crores. But if the value of fabricated items is taken 
into reckoning, the saving would be even larger. 

Since the commissioning of its plant in May. 1962, up to October, 1967, the Company 
has produced 153,900 tonnes of Aluminium, which has saved for the nation about . 
Rs. 63.61 crores in foreign exchange. As a substitute for Imported copper in the electrical | 
industries, the above output represents a foreign exchange saving of as much as | 
Rs. 244 crores. I 

M HINDUSTAN ALUMINIUM CORPORATION LTD. 

WORKS : P.O. RENUKOOT, OIST. MIRZAPUR, U.P. SALES OFFICES AT CALCUTTA, BOMBAY, DELHI, 

.MADRAS A RENUKOOT. 
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Indian 

Railways* 

container 

services 

Offer transport free from delays, damages and claims 

Your goods are loaded in the container in your presence 
in your own godown and railway receipts made out 
on the spot. 

These containers arc transporiccl in Railwa;)f’s road 
vehicles to the rail-head, transferred on to rail>flat$ for 
haulage by rail and at the destination are carried Hi 
Railway’s road vehicles to the consignee’s godown and 
to your doorstep. 

On the Northen Rnilwty 

This moderni««d innovslion operates between Delhi - Bombay 
(4.5 tonne containers) .snd Delhi-Gwalior (collapsible containers). 
I'oi idrther deUils contact Marketing and Sales Superintcadeot, 
Northern Railway, Baroda House, New Delhi (Phone 4040^ or 
Superintendent, Delhi Area, Divisional Superinicnaent’s OiliCc, New 
Dellii (Phone 40749) or Inspector, Container Services, New Delhi 
Goods Shed, Ajnterc Cate. New Delhi (?h^ 162849). 
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If you let the brow stand too long in the 
teapot, your tea will lose all its goodness 

Follow the 5 Golden Rules 

9 

1. Buy your tea only from recognised dealers. 

2. Take fresh water. Heat water till It boils, 
remove kettle immediately from fire and 

L rinse out teapot with hot water. 

\ 3. Quickly put into teapot one teaspoonful of 

I tea for each person, and one extra tea* 

I spoonful for the teapot. 

/ 4 . Quickly pour water chat has been boiled 

. V Into teapot and infuse tea for three to 
X - ? five minutes. 

rf 5. Pour liquid tea into cup, add milk and 
V .9 sugar to taste. Stir and sip. 
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KystfMii IS vital for quick 
contacts between departments. 

It (tets you throutfh 
to any member of your 
staff, ill an instant. 

And that means increased 
speed and efficiency. 

ITI INTERCOMMUNICATION 
SYSTEM SPEEDS UP JOBS 
Today in offices, factories, 
banks and hospitals ITI 
Intercommunication systems 
operate day and night to quicken 
despatch, speed up movement 
of materials, regulate Internal 
transport and save valuable 
man hours. 

ITI manufactures a wide range 
of Intercommunication systems: 
Onophones for two-way 
communication, lOway 
Intercoms, Private Automatic 
Exchangee (FAX) witb capacities 
tor 10,36, SO. 100 knd 600 lines. 

Special factlltia like Priority 
Service, Secretarial Service and 
Key Calling can be provided 
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particular requirements. 
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The Hy 



Session 


The circumstances in which the 71st Session of the Congress 
was held are public knowledge. With the earthquake disaster 
and the devastation it wrought it was virtually impossible to hold 
the Session at Sangli in Maharashtra. It was natural for many 
people to feel that the Session would be abandoned or postponed 
to a much later date. The postponement, much more the aban¬ 
donment of the Session would have been bad for the Congress. 
It was all to the good that our leadership decided to have the 
Session on almost the same dates whatever the difficulties or in¬ 
convenience to the host State or the delegates. Andhra took 
up the challenge. It is a tribute to the efficiency of the Andhra 
PCC and the Chief Minister that preparations for the Session were 
made in the brief space of just a fortnight. This was a creditable 
piece of achievement. 

The AICC had a fine attendance. If the attendance of dele¬ 
gates was not as good the reason must be sought in long distances 
to be travelled by many delegates and the expenses this involves 
and not lack of will or interest. All delegates wish to attend not 
only for the work they might transact but also for the oppor¬ 
tunity it offers for useful contacts of many kinds. 

The outstanding feature of the Session was the political 
resolution which it adopted, ‘A review of the political situation’. 
A political party is primarily concerned with the changing polit¬ 
ical landscape in the country and the challenges it offers. But 
as the largest party in the country and a party burdened with the 
responsibilities of office at the Centre the Congress has other 
problems and situations to tackle, social and economic, national 
and international. It has been the normal practice of the Cong¬ 
ress to consider the international situation at its annual session 
and project its image in the international field. It should have 
been done in Hyderabad too but considering the limitations of 
time it was felt that it would be better to concentrate on the 
internal situation. 

The internal situation was new both in its political and econ¬ 
omic aspects. The economic situation was especially difficult 
on account of some exceptional setbacks in the last three or four 
years. There was a radical change in the political landscape after 
the fourth general election. In the normal ups and downs of 
democratic politics, the reverses which the Congress party 
suffered were no special disaster for the Congress or for democracy 
itself. The Congress, however, has to take appropriate lessons 
from these reverses else its complacency would be inexcusable. 
This is one part of the story. 

The country was also anxious to find out how the 
non-Congress ministries functioned. Public interest in 




their working was by and large sympathetic for the 
good reason that they deserved to be given a fair 
chance to prove that they could do better than the 
Congress or at any rate fulhl some minimum expecta* 
tions. The non-Congress ministries are coalitions 
of many parties and groups. Madras was an out¬ 
standing exception with a single party in power. 
Orissa also had a coalition government but the number 
of parties in the coalition was small and one particular 
party, the Swatantra, was the dominant partner. In 
Kerala even though the two Communist Parties 
together have as many as 71 members in the Ass¬ 
embly in the total strength of 133 they, in the peculiar 
situation prevailing in Kerala, had to seek the support 
of almost all non-Congress parties or groups in order 
to be able to carry on government of the State with 
a fair measure of popular suoport. Other non-Con- 
gress ministries were a combination of many parties, 
as many as ten parties and even more. This could not 
in the nature of things be an easy combination and yet 
it was there and it was worth a trial. All parties and, 
of course, the general public arc interested in finding 
out how these composite ministries function. 

Few will contest the proposition that these various 
combinations have come up against some serious diff¬ 
iculties and their impact on the public mind has been 
on the whole far from favourable. The Hyderabad 
Congress in its main resolution offered an objective 
analysis of the working of these ministries. There 
may be something in the criticism that the language 
used was strong but nobody has said so far where 
exactly the criticism was factually wrong. The 
weaknesses, inefficiencies and insufficiencies of the 
Congress Party have been laid bare before the people 
times without number by opposition parties, in fact, 
by Congressmen themselves, at times in highly 
exaggerated language. The Congress in Hyderabad 
has done no more than point out without ambiguity 
wherein the weaknesses and certain disquieting ten¬ 
dencies of coalition ministries lay. The General 
Secretaries in their report without the least idea of the 
contents of the political resolution passed by the 
Hyderabad Congress made certain observations not 
dissimijar to some of the ideas expressed in the 
resolution. The Congress President in his Presidential 
Address dealt with the same subject and expressed 
similar sentiments. This is sheer coincidence. There 
is a clear impact on the public mind of certain dis¬ 
quieting features of the working of most coalition 
ministries. It is necessary to analyse these features for 
the guidance of all political parties as also for instruc¬ 
ting the public mind. Behind all this there is no 
Congress stretegy as the impression is sedulously 
sought to be fostered by some people to topple non- 
Congress governments. If any non-Congress govern¬ 
ment fell it would be safer to find an explanation in 
their own internal lack of cohesion than in the *macbi- 
nation’ of the Congress Party. 

No resolution was passed on the economic situa¬ 
tion and the challenges it offers to the nation. One 
reason for the inability or unwillingness to pass the 


resolution was that the ten-point programme had 
already been extensively discussed and passed by the 
AICC earlier. A resolution on this programme would 
have been largely pointless.. There was also some 
delicacy in dealing with certain aspects of the situation 
which might impinge on the Central Budget for the 
year 1968. 

It must be frankly confessed that the current 
economic situation is far from satisfactory. The 
industrial recession and the fact that we have had to 
give up the formulation of the Fourth Five-Year Plan 
are proofs of the unsatisfactoriness of the economic 
situation. High prices arc another disquieting 
sign. One relieving feature is the good agricultural 
season this year. This mitigates one of our main 
anxieties, though does not remove it completely. 
We cannot be over-complacent and think that with 
the 92 million tonnes of food production this year all 
our troubles with food will be over. We will still 
need to import some foodstuffs. It is also necessary to 
have another good agricultural season so that at least 
on the food front the national mind is free from a 
major anxiety. 

The industrial recession, however, offers a tough 
challenge. The remedies will be as varied as the 
explanations for the recession. The private sector 
will offer one explanation and persons critical of the 
private sector or opposed to it will offer another. 
The private sector would want relaxation of controls 
all along the line, reduction in taxation and a go-slow 
policy in regard to long-term investment planning. 
The Government will have its own thinking on the 
means to be employed to bring about a change in the 
industrial outlook and to overcome industrial reces¬ 
sion. It has also the need for additional resources to 
cope with new and old obligations. The picture would 
be clearer only after the next Central Budget. In 
the coming 6 or 12 months the effort will be to restore 
normalcy to the economy. Once this normalcy is 
established it would be easier to embark on plans to 
achieve a particular rate of growth—a rate of growth 
which is at once commensurate with our needs as well 
as consistent with the resources that we can command 
in a variety of ways. In a developing economy we 
dare not take a static view of our resources. The 
fields in which incomes are generated also offer the 
avenues for increased savings. It is here that a great 
deal of ingenuity and courage is necessary. It is against 
this background that there was some discussion on 
the economic situation in the Subjects Committee. 

At the Hyderabad Congress Session there was 
some talk about the rejuvenation of the Congress 
and the increasing role of youthful elements in this 
rejuvenation. We will hear more about this in days 
to come. The next two years are important for the 
Congress. We have reasons to hope that there would 
not only be fresh thinking on many matters relating 
to the more effective working of the Congress Organis- 
sation but it would also be translated into concrete 
and positive steps. 
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Indian Economy at the Cross-Roads 

V.K.R.V. Rao 

Minister of Transport and Shipping 


I WOULD like to share with my readers some of my 
thoughts on the future of our economy. When our 
leaders fought for Indian freedom and succeeded in 
making us a sovereign nation, we all thought that our 
troubles were at an end, that a new millenium was in 
the oiling, and that we could now lean back and en¬ 
joy the fruits of Victory. What we forgot was that 
independence was only the beginning of a much longer 
and harder struggle that we had to wage against 
poverty. The battle against mass poverty calls for 
much more collective effort, greater discipline, and 
more sustained heroism than the battle for indepen¬ 
dence. Independence only gives us an opportunity 
for entering on this battle under own leadership and 
with a better chance of success; by itself it docs not give 
us victory. It is this hard implication of freedom that 
f am afraid we did not realise and have not yet fully 
realised. 

Freedom of course is a must for any self-respecting 
nation. We arc proud of our freedom and shall 
defend it even with our lives. But the very mainte¬ 
nance of freedom requires economic strength; while, 
a basic content of freedom itself is economic devel¬ 
opment and the securing of a decent standard of life 
for our people. This cardinal fact was, in truth, 
recognised by our great leader, Jawaharlal Nehru. 
That was why he set up the Planning Commission and 
himself took over its chairmanship. That is also the 
reason why the Five Year Plans have dominated our 
economic life during the last 17 years and that is why 
we still swear by planning as the key to our economic 
development and the attainment of mass welfare. 

Substantial Results through Planning 

There is no doubt that our Five Year Plans and the 
economic effort initiated and stimulated thereby have 
yielded results. In spite of the setback that the 
Indian economy has received during the last two years 
and the current mood of pessimism and listlessness 
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that appears to prevail in the country,there is no doubl 
about the reality of the economic growth that has 
taken place in India since the inception of planning. 

I do not want to bore you with statistics of national 
income, agricultural production, industrial output 
and the like. You can see for yourself the reality of 
the economic change that has taken place if you com¬ 
pare conditions in tlie Punjab when it was partitioned 
and those that prevail in the Indian Punjab today. 
This very university and the new city on which it 
stands are evidence of the fact that we have not been 
standing still. And yet there is also no denying the 
fact that public discontent and public dissatisfaction 
are much greater today than when our per capita 
income was much lower, our industrialisation had 
not yet assumed a massive shape, and our agricultural 
productivity was one of the lowest in the world. 
Employment and educational opportunities are much 
greater in number and superior in reward than was 
the case before wc started the planning era in the 
Indian economy. And, yet, we are more angry, more 
dissatisfied, and more critical than we were when we 
were worse off. It is time that we examined this para¬ 
doxical situation with all earnestness and got back for 
planning, economic development and the battle 
against poverty the same faith, the same tenancity, 
and the same enthusiasm that we so readily display 
when we arc challenged to fight for the defence of our 
national frontiers. 

Revolution of Rising Expectations 

I think that part of the explanation is the very fact 
of development. When one is impossibly poor and 
secs no hope of escaping from that condition, one 
develops an attitude of fatalistic pessimism and lapses 
into what a distinguished statesman once described 
the Indian scene as one of ‘pathetic contentment*. 
But as soon as one starts climbing from abyssmal 
poverty, one wants to climb higher and faster. When 



the masses begin to feel that poverty is removable and 
mass welfare attainable, then they undergo a revolu¬ 
tion of rising expectations. Political freedom, demo¬ 
cracy, self-government, elections, economic devel¬ 
opment, all these whet the appetite for growth and 
betterment, and give more vocal and strident articula¬ 
tion to that appetite. It is no good telling a man 
who is now getting one and a half meals a day that he 
should feel better because he was only getting one meal 
a day in the past. What he now wants is two good 
meals a day, if not three and he does not care one 
bit about what he was getting in the past. He is much 
less willing to tolerate a state of affairs today, when a 
few are much better off, even if those few are increas¬ 
ing in number, than when he thought that Karma, 
foreign rule, and the fruits of previous births were 
responsible for economic inequality. The new grad¬ 
uate who does not get employment is not particularly 
enthused by the fact that many more graduates now 
get employment than when his father or his father's 
friend or acquaintance became a graduate. He is 
bothered by his own chances of getting employment 
and sees with discontent the growing number of 
registrations in the employment exchanges. The very 
fact of independence, self-government, democracy, 
and economic development has made the poor more 
impatient with poverty and more intolerant with 
inequality. It is not paradoxical that discontent 
grows with development. What should surpisc us 
is that the discontent is still held in leash and that the 
masses have not broken out in revolt in response to 
their discontent. 

Slow Rate of Economic Growth 

The fact of the matter is that while there has been 
economic development in India, the rate of economic 
growth has not been adequate. A major portion of 
the growth in national income has been absorbed by 
the growth of population with the result that per 
capita income has grown at a much slower rate. 
Moreover, because of the accent on capital formation 
in the national product natural to the early years of 
development and the gestation period involved in its 
translation into or expansionary effect on consump¬ 
tion goods, the full results of development have not 
been felt in terms of the standard of living. Foreign 
aggression and the consequent increase in defence 
expenditure has reduced the resources available for 
productive investment and thus led to a slackening 
in the growth of output, while continuing dependence 
on foreign sources for our food supply and the recent 
sharp infiationary rise in prices have added to eco¬ 


nomic discontent and pessimism. The failure of ex¬ 
ports to rise adequately to meet the demand for imports 
has aggravated our balance of payments problem, 
while massive injections of foreign aid, though afford¬ 
ing a temporary solution, have not reached a level at 
which they constitute a further aggravation of the 
balance of payment problem on account of the amounts 
involved in payment of interest and repayment of 
capital. Apart from difficulties of external finance, 
the lack of availability of internal resources or rupee 
finance is also leading to slackening of investment in 
both the public and private sectors with the result that 
there has been no acceleration of investment during 
the last two years. An even more disquieting factor 
is the fact that though we expect a bumper harvest 
this year, an addition of Rs. 15000 or so crores to rural 
income, and a growth of nearly 12 per cent over last 
year’s income, we are not able to step up our invest¬ 
ment because of the difficulty of tapping a part of this 
additional income for resource mobilisation. In 
fact, resource mobilisation is our biggest headache 
today, both in rupee terms for domestic expenditure 
and in terms of foreign exchange for external expendi¬ 
ture. Deficit financing is no answer to a shortfall in 
rupee resources nor is foreign aid a satisfactory 
answer for financing developmental imports. The 
only adequate answer is a substantial increase in the 
domestic rate of saving and a substantial increase in 
the rate of growth of exports. In a way, both these 
factors merge into one in the sense that what we want 
is a massive effort on the part of the community to 
refrain from consuming a major portion of the incre¬ 
ment and making it available for domestic outlay on 
the one hand and exports and foreign exchange outlay 
on the other, both for the purpose of financing 
accelerated domestic investment. 

Equality of Sacrifice 

How can we do it? And why have we not 
done it so far? It is to these questions that I want 
to draw your attention. The only way in which 
we can raise the domestic rate of saving to the 
required level is to have a marginal rate of saving 
of at least 30 to 40 per cent. This means that if 
national income goes up by 1000 crores in a year, at 
least Rs. 300 to Rs. 400 crores thereof should be saved 
and made available for investment. It is obvious that 
such a massive marginal rate of saving will affect not 
only the rich, the near-rich, and the middle classes in 
the country but also the lower middle class as well as 
the many poor who constitute the bulk of the country. 
The entire country has to share in the saving effort. 
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the rich fts well as the poor, the capitalist as well as 
the worker, the landlord as well as the peasant and the 
university professor as well as the primary teacher. 
Both urban and rural India have to contribute their 
due share to the national savings. We have to aim 
at a domestic rate of saving of at least 20 per cent of the 
national income for a period of not less than twenty 
years. This means doubling the rate of savings that 
we have reached, which is only ten per cent; and it 
means a marginal rate of saving of 30 to 40 per cent 
for the next five to ten years. It is not impossible to 
do it. Other countries have done it for their economic 
development, the capitalist countries and the commu¬ 
nist countries. In both cases, it has meant a post¬ 
ponement of present enjoyment in the interests of 
future fulfilment, and a tightening of a possibly 
pandable belt for the masses, under capitalist leader¬ 
ship in the one case and proletarian leadership in the 
other. In both, there has been compulsion and 
exploitation whether voluntary or involuntary being a 
matter of opinion. In our case too, we cannot escape 
this primal law of economic development, which is 
the accumulation of savings and its accelerated 
expansion by turning the savings into suitable invest¬ 
ment and following up with the appropriate utilisation 
of the proceeds of such investment. Only our task 
is more difficult, as we have to get everything done 
by consent and under the constraints of a live and 
working dSraocracy. We cannot succeed unless we 
create in the masses the psychological preparedness 
to give up something in the present for something more 
in the future. The sacrifice that this means is genuine 
and constitutes what the economist would call a “real 
cost”, whereas in the case of the classes, whose current 
incomes certainly give them a minimum acceptable 
standard of living, the sacrifice involved is not of the 
same intense quality. If those whose sacrifice by 
saving a part of their incremental income suffer a 
great hardship, they will not psychologically be pre¬ 
pared to do so unless they feel that there is equality 
of sacrifice on the part of those who are better off 
than themselves. Equality 'of sacrifice does not mean 
arithmatical equality of all personal incomes. That 
would neither be practioible nor indeed would it be 
desirable if we want to maximise personal contribu¬ 
tions to domestic output. But equality of sacrifice 
would mean that people whose incomes are at a 
reasonable level of comfort should not seek to effect 
any further rise in their immediate standard of living 
by the increments that may take place in their incomes 
b^use of |he opportuniti^ offered by economic 
development. In effiect this means a temporary 
ceiling on large incomes and a 100 per cent marginal 
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rate of saving in the case of those whose incomes 
exceed this ceiling. 1 know that this will not be liked 
by the entrepreneurs, managers, engineers, technicians, 
bankers, doctors, professors, civil servants, etc., all of 
whom have a crucial role to play in the process of 
economic growth and are at present motivated to do 
so largely by monetary incentives. But if we want 
a massive rise in the rate of saving and investment, 
—and without it there can be no accelerated economic 
development— and if we want to bring about rapid 
economic growth within the context of parliamentary 
democracy and the political power it gives to the masses 
from whom resources have to be mobilised, and by 
consent, in order to reach the desired rate of saving, 
then there is no escaping the logic of my contentio'n 
for a 100 per cent marginal savings rate for those with 
large incomes. If the classes will insist on monetary 
incentives that will give them high personal incomes 
and a standard of living largely at variance with those 
of the bulk of the people, the masses are also bound to 
resist any inroads on the increments to their meagre 
current incomes and they can enforce this resistance 
as long as we function as a democracy. Under these 
circumstances, monetary incentives that we offer for 
the classes will work as disincentives for saving and 
even hard work on the part of the masses; and econom¬ 
ic development will prove inadequate to meet the 
challenge posed by the revolution of rising expectations. 

Ideological Motivation 

What I am suggesting may sound an essay in 
foolish idealism; but there are occasions in history 
when idealism is the most realistic of all the alternative 
solutions to a challenging situation. What I would 
add, however, is that in order to implement what I 
have suggested, economic motivation of a personal 
character has to get, if not replaced, at least adequately 
diluted by an accepted ideology. For securing the 
conscious and disciplined participation of the masses 
in achieving the breakthrough to a self-accelerating 
and self-sustaining stage of economic development, 
I have no doubt that democratic socialism is the only 
ideolob' that can induce them to do so. Democratic 
socialism does not mean a handout to the poor or just 
a redistribution of current incomes. It means hard 
work, consistent discipline, and austere living on the 
part of the masses. Their dividends will come and in 
the form of significant economic, social and cultural 
betterment but only in the future. For the present, 
the developmental process can only offer them a 
meagre rise in their living standards and accompany 
it with a dmnand for harder work and larger savings 
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and expect them actually to work up enthusiasm in 
satisfying this demand. The classes too, in turn, 
would need the strength of an accepted ideology for 
inducing them to put in their best without the incen¬ 
tive of larger monetary rewards. And this ideology 
will hot just be democratic socialism as in the case of 
masses but also the maintenance of democratic values 
and the fulfilment of the obligations imposed on their 
superior talents and position by Indian traditional 
values. Sacrifice and not acquisitiveness, service and 
not selfishness, giving rather than receiving—all these 
have to become a dominant part of the psychology of 
us all, who belong to the middle and the upper classes. 
It is only a spirit of dedication on our part that can 
bring about the economic take-off without violence 
and within the context of a democratic society. You 
will see, therefore, that both classes and masses, which 
means the nation as a whole, need to be inspired by 
something more than merely economic motivation. 
It is only the vision of a new society enticing us into the 
future that can give us the will and the vigour to work 
and save in the present. Even in a capitalist society, 
economic development has drawn dynamism in its 
earlier stages from something more than material 
reward as the motivating factor for its capitalist 
builders. The non-material element has been a strong¬ 
er and more conscious factor in the motivation of the 
communist task force that have led the communist 
societies on the path of economic development. In the 
case of a democratic society, such as India believes 
in and is trying to build, the non-material Incentive 
has to play a far more purposive ans dynamic role, 
especially its better-equipped or better-advantaged 
classes, than has been the case either in the capitalist 
or communist experiment in successful economic 
development. 

Disciplined Will for Economic Development 

What we need in India today for solving our 
economic problem is the building of a national will for 
the purpose. We often talk of national integration 
requirements. What we must also remember is the 
need for a national will for economic development. 
National will means national discipline. National 
discipline has to be both individual and collective. 
As Individuals, we have to work hard, save more, 
and be ready to compromise, if not actually give up, 
on personal or sectional or group claims in the larger 
public interest. Functioning collectivdy, as govern¬ 
ment and otherwise, we have to concentrate on prod¬ 
uction and productivity, capital formation' and in¬ 
vestment, science and technology and the full utilisa¬ 
tion of both material and human resources in the 


collective interest. We must become obsessed with 
economic development, and both sleeping and 
waking, we have to concentrate on the when, how; 
and how soon we can raise the rate of economic growth. 
And behind it all must be the vision of this new society 
of social justice and mass welfare, that alone can call 
forth the national will and elicit the national disci¬ 
pline without which there can be no massive devel¬ 
opment by consent. In concrete terms, this means 
that for a period of about ten years or so, the nation 
shall refrain from internal bickerings, strife and 
conflicts that weaken the national will for economic 
development. It means abstention from strikes, 
lockouts, gheraos, hartals and agitations and allow¬ 
ing nothing that slows down or reduces or halts 
production. In turn, this means that the working of 
government at all levels and of the conomic machinery 
in all sectors will be permeated by a sense of sympathy 
and understanding on the part of the better-off for 
the worse-off, quick and speedy removal of just griev¬ 
ances before they take articulation and ugly shape, 
and the establishment of the rule of social justice and 
the moral law in place of personal aggrandisement and 
jungle practices. Hard work, austere living, increased 
savings, responsible investment, discipline, collective 
effort, and an overwhelming sense of personal involve¬ 
ment in national uplift—these are the conditions that 
alone can bring about the needed economic growth 
consistent with democracy, non-violence, the rule of 
law, and Indian traditional values. We have had the 
great good fortune in India of having had in our midst 
a man of vision and faith who was born on our soil, 
lived and moved among its masses, and led the country 
to freedom with love in his heart, God on his lips, 
and non-violence in his hands. The country has to 
deserve Mahatma Gandhi. I know it is not easy but 
1 know also that we can do it only if we try hard 
enough. 

A Problem of Character 

In the last analysis, the problem of development for 
a vast and poor country like India that wants to func¬ 
tion within the constraints of a working democracy 
is not just one of economics. It is much more a 
problem of character, of ethics, of national discipline 
and a national will. iJltimately, the spirit moves 
where matter fails, and it is this spirit and spirituality 
that we most invoke in our people if we want to cross 
the economic barrier May 1 venture to express the 
hope that with the lesson that the Congress Party has 
received during the Fourth General Elections, the 
Congress will ^ve a call to the nation to pick up the 
challenge of economic development in a democratic 
society and will take up the threads where Gandhiji 
Idt^ it. 
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GOVERNMENT OF INDIA 
MINISTRY OF COMMERCE 



INDUSTRIAL ESTATE 


many advantages are available to 
EXPORT INDUSTRIES 
IN 

KANDLA FREE TRADE ZONE 


* Exemption from the import duty on machinery,.component parts and raw materials; 

* Exemption from Central Excise Duty on finished products and commodities utilised for production 
of goods for expert ; 

* Grant of cash assistance on the exports from the Kandia Free Trade Zone and treating the exporters 
in the Zone on the same basis as Registered Exporters in the rest of India for the purpose of grant of 
import licences under the import Policy; 

* Grant of advance import licences for import of raw materials and intermediates, components and 
spares on merits; 

* Concessional rent of 50 paise per $q. metre per year on fully developed plots allotted on 30 years 
lease; 

* Ready-built sheds for small entrepreneurs on yearly rent: 

* Assured supply of electric power at reasonable rates, simplified oflficial procedures, good banking 
facilities etc . 

• •• 

* Exports have already surted and construction of factories is going on. 

For further particulars contact : 

The Administrator, 

Kandia Free Trade Zone, 

P.O. Kandia Free Trade Zone, 

Gandhidham (Gujarat). 

4ivp«7/244 
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The Office of the Governor—Status 

and Powers 


Daup Singh 


Since the fourth general elections, the Indian political 
system has become the centre of attraction for the 
entire world and especially for constitutional 
pundits, statesmen and political scientists as it 
released new political forces in the body-politic of 
India. The monopoly of power which the Congress 
had hitherto enjoyed over the whole of India during 
the past twenty years came to an end and power came 
to be shared by the opposition parties. The Congress 
lost its right to rule in nine^ states of the Indian 
Union and a new era of coalition governments started 
which has now introduced an element of uncertainty 
and instability in those states. The changed political 
map of the*country is creating its own repercussions 
on the Union-State relations and by far the most 
important constitutional issue that is being debated 
and discussed within India and abroad, is the status 
and powers of the Governnor under our Consti¬ 
tutional setup. Therefore an attempt, has been made, 
in this article to present as objectively as possible a 
clear picture of the powers and the role which the 
democratic constitution of India has assigned to the 
Governors. 

Shri Dalip Singh is Professor and Head of the Department 
of Political Science, Punjab University Evening College, 
Jullundur. 

1. The Coalition Governments, composed of heterogenous 
groups excluding the Congress Party came into power in the 
Sutes of Bihar,West Bengal, Kerala, Orissa, Madras and Puiyab. 
In the States of Haryana, U.P. and M.P., the United Front 
Governments came into being as a result of defection of the 
Congress members on March 24, 1967, April 2, 1967 and July 
30, 1967 respectively. The President’s Rule under article 356 
has since been imposed in Haryana State on November 21, 
1967. A new Government has since been installed in West 
Bengal on November 21, 1967 with Dr. Ghosh, Leader of the 
Progressive Democratic Front with the support of the Congress 
Party. In the Sute of Punjab new Government has been formed 
on November 25, 1967 by Lacbman Singh Gill, leader of the 
Puitjab Janta Party, with the support of the Congress Party. 


The Nature of the Indian Constitution and the 
Office of the Governor 

The founding fathers of the Indian Constitution 
have set up a Federal Polity* in India with the neces¬ 
sary division of powers between the Central Govern¬ 
ment and the constituent states ensuring indepen¬ 
dence and autonomy to them within the spheres 
allocated to them. These Governments arc 
expected to function within the framework of this 
Constitution which is the supreme law of the 
country. We have clearly departed from the Ame¬ 
rican system which is rightly called the ‘Fatherland 
of Federalism* and have indeed followed the Canadian 
model under which the Central Government has been 
endowed with greater powers for the preservation of 

2. The very first article of our Constitution declares India 
as ‘Union of States* and the word ‘Federation’ occurs no where 
in our Constitution. Conflicting views have been expressed on 
the nature of India’s Federation by eminent writers, like 
Prof, lennings who opined that “Union of India is a Federation 
with strong centralising tendency_’’ Prof. Wheare ob¬ 
serves that “Indian Constitution is quasi-fedcral_’; it 

establishes a unitary State with subsidiary federal features rather 
than a federal State with subsidiary unitary features.... vide 
his book Federal Government Third Edition, p. 28 However, 
Indian writers like D.D. Basu maintain “The constitution is 
neitherpurely federal or purely unitary but is a combination of 
both. It is a Union State of composite nature of a novel type 
(vide Commentary on the Constitution of India 1952, 
p. 37.). Shri K. Santhanam is of the opinion that Constitution 
embodies the federal principle in such a substantial measure 

that is truly a federal constitution_’* (vide Union-State 

Relations in India (I960) p. 8.). The views of Dr. B.R. 
Ambedkar are a better guide for us. He explained the nature 
of Indian Federation while moving the Draft Constitution for 
consideration in the Constituent Assembly. “It establishes a 
dual polity with the Union at the Centre and the States at the 
periphery each endowed with sovereign powers to be exercised 
in the field assigned to them respectively by the Constitution 
....’•(C.-4.D.,Vol.VII, p. 33). 
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unity, integrity and sovereignty of the country. 
This very peculiar federal system has correspondingly 
placed the Office of the Governor in Indian Slates in 
a different category from that prevailing in the 
United States. The governments of the Indian 
States draw their authority from the Constitution and 
no dignitary or functionary can violate the provi¬ 
sions of this document as its supremacy is also guaran¬ 
teed. The powers and the functions of the Governor 
have to be examined as they figure in this Organic 
Law (Constitution) and not on the basis of the opin¬ 
ions which people may hold in different countries. 

Appoiniment of Governors 

Before we analyse the status and powers of the 
Governor under the Constitution, it would be profit¬ 
able for us to know and understand the circumstances 
under which the provisions relating to the Governors 
were passed by the Constituent Assembly. There 
was a sharp difference of opinion among the makers 
of our Constitution. First of all, the question of 
appointment of Governor was discussed in a joint 
meeting of the Union and Provincial Constitution 
Committees and they unanimously decided to have 
a Governor elected by the people.® But the Drafting 
Committee of the Constitution did not accept the 
proposal as it felt that “coexistence of a Governor 
elected by the people and a Chief Minister responsible 
to the Legislature might lead to a friction.”* The 
alternate method suggested by the Drafting Committee 
that a Governor be appointed out of a panel of 
four names recommended by State Legislature was 
also turned down as unsound as “it may even lead 
to bad relations between the Governor and the State 
Cabinet.”® The third method for the selection of 
Governor by State Legislature too was dropped on 
the plea that he would be then a puppet in the hands 
of the majority party or those who were instrumental 
in securing him the victory. Ultimately, a method of 
appointment of the Governor by the President was 
adopted on the Candadian mode* during the second 
reading of the Constitution by the Constituent 

3. Obviously the members of the Committee were influenced 
by the American Constitution where the Governor is elected by 
the people and is not subject to removal except by impeachment 
by State Legislature. Besides, the original plan was also to 
give wide autonomy to our States and were also thinking to 
set up a Federal System on the American pattern. 

4. Draft Constituion of India, p. 7. 

3. Constituent Assembly Debates, (C.A,D.) Vol. VIII, 
p. 428. 
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Assembly in May 1949, thus reversing the original 
decision. The reasons for this were explained by our 
late Prime Minister (Jawaharlal Nehru) in the Consti¬ 
tuent Assembly: 

“In providing for a stable democratic machine, 
it is very important for us not to take any step 
which might tend towards loosening the fabric 
of India or loosening the Government machinery 
and thus producing conflicts. We have passed 
through very grave times and wc have survived 
them with a measure of success. We have still 
to pass through difficult times and I think we 
should always view things from this context of 
preserving unity, the stability and security of India 
and not produce too many factors in our Consti¬ 
tutional machinery which will tend to disrupt 
that unity by frequent recourse to vast elections 
which disturb the peoples’ mind and at the same 
time, divert a great deal of our resources towards 
electoral machines rather than towards the re¬ 
construction of the country.”^ 

Shri Alladi Krishnaswami Aiyyar, a member 
of the Drafting Committee also strongly pleaded, 
“on the whole, in the interest of harmony, in the 
interest of good working, in the interest of sounder 
relations between the Provincial Cabinet and the 
Governor, it will be much better if we accept the 
Canadian model.”* 

The Office of the Governor has thus been created 
by the Constitution and it lays down that there shall 
be a Governor for each Slate.® But the Seventh 
Amendment of the Constitution (1956) provides for 
that one person may be appointed to act as a Gover¬ 
nor of more than one State.*® The Governor of the 
State is appointed by the President** and also holds 
the office at the pleasure of the President.** His 
term of office is five years and can resign 

6. The Founding Fathers were in.spircd by the Canadian 
Constitution which has set up a strong central Government 
vis-a-vis the Provinces. The Governor-General of Canada 
appoints the Governors in the States and they hold office at his 
pleasure. (Art 58 and 59 of Canada’s Constitution) 

7. C.A.D., Vol. VIII. p. 435. 

8. C.A.D., Vol. VIII, p. 432. 

9. Constitution of India, Article 153. 

10. So far there have been only two precedents where the 
same person acted as a Governor for two States simultaneously 
—one for the States of Assam and Nagaland and the second 
instance in the State of Punjab and Haryana, after the reorgani¬ 
sation of Punjab State. 

11. Constitution of India, Art. 155. 

12. Ibid., Art. 156 (0 
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his office before the expiry of his term and such 
resignation has to be addressed to the President^® 
or he can be removed from his Office by the orders of 
President. The President acts on the aid and 
advice of the Central Cabinet; and in reality the 
President appoints or dismisses the Governors with the 
advice of the Central Ministry. The State Ministry 
or the State Legislature has thus no direct control 
over the appointment of Governors or their removal. 


Constitutional Position of nii Govfrnor 

Our Constitution provides for a parliamentary 
system of government on the pattern of ‘Mother of 
Parliaments’ (i.c. as in the United Kingdom) both 
at the Centre and in the States of the Indian Union. 
Under this system of government, a clear distinction 
is made between the nominal and real E.xccutive. 
The President and Governors are regarded as Consti¬ 
tutional Heads of the Union and of the Provincial 
Governments respectively. However, the fact 
mains that the President is a Constitutional head of 
the Indian Union and symbol of the nation^*, whereas 
the Governor’s position is radically different from the 
former. Wc may now examine in detail the consti¬ 
tutional position of the Governor under our Consti¬ 
tution. 

The Co'nstitution has vested the executive power 
of a State in the Governor who is empowered to 
exercise cither directly or indirectly through officers 
subordinate to him in accordance with the Consti¬ 
tution.This executive power extends to matters 
with respect to which the legislature of a State has 

13. Ibid., Art. 156(2) and (3). 

14. Although we have incorporated the language of Art. 
II of the American Constitution and our Constitution vests the 
executive authority, of the Union in the President who shall exer¬ 
cise them cither directly or through officers subordinate to him 
in accordance with the provisions of this Constitution—(vide 
Art. 53), yet the Constitution makes the position of the Presi¬ 
dent clear under another article which states, “there shall be a 
council of Ministers with the Prime Minister at the Head to 
aid and advise the President in the exercise of his functions” 
—(vide Art. 174(1)); and that the council of ministers shall be 
collectively responsible to the Lok SaOba (Art. 75(3)). Thus 
the position of the President is obvious that he is a head of the 
Parliamentary System of Government and that he would act 
as a nominal head, with considerable authority and status under 
the Constitution. For detailed analysis of the powers of the 
President please see (a) Bomwall, K.R. “The President of India: 
Limits of Discretion”, Indian Journal of Political Science, 
Vol. XXVII No. 3 and 4, 1966. (6) Srivastva V.N., “Indian 
Presidency”, Indian Journal of Political Science, Vol. XXVII, 
No. 2, 1966. 

15. Constitution of India—Art. 154(1). 


power to make laws.^® Besides, the entire executive 
action of the Government of State shall be expressed 
to be taken in the name of the Governor and that he 
shall make rules providing how orders and other 
instruments executed in his name shall be authenti¬ 
cated. He also makes rules for the convenient 
transaction of the business of the Government of the 
State.i’ It may not be construed from these pro¬ 
visions of the Constitution that the Governor has 
been given absolute powers but the Constitution, at 
the same time, lays down that “there shall be a Council 
of Ministers with the Chief Minister at the Head to 
aid and advise the Governor in the exercise of his 
functions, except in so far as he is by or under this 
Constitution is required to exercise his functions qr 
any of them in his discretion.The position of the 
Governor is obvious from the language used in Article. 
153 and 16.3 and there can be no ambiguity or vagueness 
about tnis. “In accordance with this Constitution”, 
implies that the Governor in exercise of his function 
would take the aid and advice of the Council of 
Ministers, except in those matters where he is required 
to exercise his discretionary powers There is also 
another provision of the Constitution which is very 
relevant and makes the position crystal clear, “that the 
council of the minister shall be collectively responsi¬ 
ble to the legislative assembly’’.** It implies, there¬ 
fore, that the Council of Ministers shall have the right 
to aid and advise the Governor so long as it retains 
the confidence of the majority of members in the 
legislative assembly and they shall cease to have any 
constitutional right to advise the Governor thereafter, 
and the Governor is then entitled to exercise his dis¬ 
cretion. Thus, the Governor would act as Consti¬ 
tutional bead so long as the Council of Ministers is 
having a solid majority to back. 

(6) Discretionary Powers 

Although the Constitution has not defined the 
discretionary powers of the Governors, except in case 
of the Governor of Assam who is to act as an agent 
of the President in respect of certain matters 
contained in Sixth Schedule, yet there are several 
other Articles in the Constitution which have 
vested discretionary functions and special responsi¬ 
bilities** on the Governors. Before we analyse 

16. Ibid., Art 162. 

17. Ibid., Art. 166 (1) and (2). 

18. Constitution of India—Art. 163 (1). 

19. Ibid., Art. 164 (2). 

20. Ibid., Arts. 200,213, 356, 365 and 311. 
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them it would be instructive to know the intentions 
of the framers of the Constitution in this regard. 
There was a very lively debate in the Constituent 
Assembly on this Article and member after member 
expressed his apprehensions and doubts on the role of 
the Governors as the language of the Government 
of India Act 1935 was reproduced in verbatim. 
Intervening in the debate Dr. B.R. Ambedkar (Chair¬ 
man of the Drafting Committee) observed: 

“The Governor has no function which he is 
required to exercise either in his discretion or in 
his individual judgment. According to the 
principle of the Constitution, he is required to follow 
the advice of his ministry in all matters.”*^ 

Later on while speaking in the Assembly, Dr. 
Ambedkar explained that the Governor shall have 
two-fold duty: 

“One is that he has to retain the ministry in 
office because the ministry is to hold office during 
his pleasure. The second duty is to advise the 
ministry and suggest an alternative method of the 
dealing with a problem and ask them for reconsi¬ 
deration of decisions.“23 

The founding fathers of our Constitution have 
deliberately included this clause as the Governors 
were expected to play a dominant role and in the words 
of Shri K. M. Munshi, who was a prominent member 
of the ‘drafting committee’. 

“The Governor is the watchdog of Constitu¬ 
tional propriety and the link which binds the 
State to the Centre thus securing the constitutional 
unity of India.”2* 

Besides, the Constitution has gone to the extent 
of saying that, “If any question arises whether any 
matter is or is not a matter as respect to which the 
Governor is by or under this Constitution required to 
act in his discretion, the decision of the Governor in 
his discretion shall be final, and the validity of any¬ 
thing done by the Governor shall not be called in 
question on the ground that he ought or ought not 
to have acted in his discretion.”25 it is thus clear 
that the Constitution has vested discretionary func- 


21. Under the Act of 1935, the Governor had discretionary 
powers where he was not to take the advice of the ministers, 
secondly he had powers to be exercised in his individual judg¬ 
ment i.e. aftee consulting his ministry, but was not bound when 
acting in his individual capacity; and finally powers which were 
to be exercised on the advice of his ministers. Besides, the 
Governors were required to comply with all instructions of the 
Governor-General from time to time. To sum up the whole 
the Governor was a symbol of imperialist tyranny. 

22. C.A.D. Vol. VIIl p. 469. 

23. C.A.D Vol. VIII p. 541. 

24. Kndpati's letter No. 103 to Bhartiya Vidya Bhawan, 
Bombay. 
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tions in the Governors and left the question of their 
use to their wisdom, when circumstances so warrant. 
Besides, the action of the Governors in such cir¬ 
cumstances cannot be challenged in any court of law. 
Shri Pylec has put the position in the following words: 
“That such exercise is not confined to one or few 
occasions which can be precisely defined and 
embodied in the Constitution; that is a power 
which is of general nature and its use by Go¬ 
vernor will depend upon the circumstances that 
obtain in the State in a particular context or situa- 
tion.’’2« 

We may sum up the position of the Governor. 
That the Constitution has assigned a dual status—on 
the one hand the Governor will act on the aid and 
advice of the Council of Ministers and on the other, 
in his discretion. 

(c) Extent of Discretionary Powers 

There are divergent views about the extent of 
the discretionary powers of the Governor. Some 
people feel that they have limited discretionary func¬ 
tions and others are of the opinion that they have 
unlimited discretionary powers under the Consti¬ 
tution. These discretionary powers have not 
been defined and there is a possibility or scope of 
their being misused by the Governor or even when 
used may evolve a major controversy over their use. 
But it must be understood that a Governor cannot 
become an autocrat or misuse his authority as he is 
bound by the oath which he takes before entering 
the office that “he will preserve, protect and defend 
the Constitution and the law.. that he will devote to the 
service and well being of the people of that Slate."’27 
From an unbiased reading of the provisions of the 
Constitution and inferences that may be drawn from 
the debates of the Constituent Assembly, it is clear 
that the discretionary powers are to be used in the 
interest of the State and for the unity and protection 
of the country. So long as the party has a majority 
and is carrying on the administration honestly for 
the welfare of the people, the Governor shall not 
resort to his discretionary powers. At the same time 
the Constitution has provided an effective control 
and check on the Governors as the President of the 
Indian Republic has the power to dismiss such an 
incumbent who may be abusing his functions. 

(7b be continued ) 


25. Constitution of India—Art. 163 (2). 

26. Pylee M.V., Constitutional Government in India: 
2nd Ed. p. 527. 

27. Constitution of India, Art. 1S4. 
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{Given behw is the text of the Resolutions adopted by the 
Indian National Congress at its seventy-first Plenary Session held 
OH January 10-11,1968 at Hyderabad. 

NATURAL CALAMITIES 

This Congress Session was to have been held at Sangli. 
But then came the unexpected terrible disaster in 
the form of an earthquake in this area which caused 
widespread and considerable loss of men and prop¬ 
erty resulting in misery to thousands of people. 
There have also been floods and cyclones in some 
parts of the country. This Congress extends its 
heartfelt sympathy for the victims of these disasters. 
It is the duty of the entire nation to go to the succour 
of the suffering people in the affected areas. The 
Congress hopes tliat there would be generous and 
adequate response from the people of India. 


REVIEW OF THE POLITICAL SITUATION 

The fourth general election has once again demons¬ 
trated the people’s faith in democracy. The main 
lesson of the results of the election for our organisa¬ 
tion is that while the people have gained confidence 
in the ballot box to bring about changes in the 
governance of the country, they are also increasingly 
impatient for a speedier and more effective solution 
of their problems. 

The Indian National Congress as the organisa¬ 
tion primarily responsible for building up democ¬ 
racy in the country, reacted in a healthy manner to 
its loss of majority in some States. In spite of the 
fact that except in three States it was the sin^e largest 
party, it did not seek any coalition with other parties 
to remain in power, thus enabling the opposition 
parties to form the government. The Union Govern¬ 
ment has maintained a correct attitude to the 
non-Congress State Governments and has taken 
care not to give room for any charge of discrimina¬ 


tion. The objective of the Congress has been to 
foster the growth of democratic processes. 

On the other hand, opposition parties taking 
advantage of the difficult situation through which 
the country was passing, came together mainly on 
the basis of opposition to the Congress and formed 
‘United Front’ Governments in a number of States. 
The functioning of these Governments has exposed 
the weaknesses and deficiencies of the opportunitst 
combinations of parties of varying and conflicting 
ideologies. Even while functioning in coalition, 
each party has tried to improve its own position at 
the cost of other parties thus aggravating internecine 
conflicts. Instead of strengthening democracy these 
parties have Projected their conflicts on the general 
political scene and have encouraged violence and 
lawlessness, regionalism, communalism and divisive 
tendencies. Instead of fulfilling their promises of 
better performance, these governments have been 
unable and even unwilling to face the primary 
responsibilities of administration. This has resulted 
in sharp deterioration in administration and a marked 
setback in economic growth. There has been a 
regretable flight from responsibility among the non- 
Congress political parties even when put in power. 
In the face of growing problems, some parties have 
not hesitated to adopt postures of irresponsible 
opposition even when occupying scats of authority. 

There are political parties functioning in some 
State Governments without any faith in democracy 
or democratic processes. Their only aim is to use 
the power they have gained through combination 
with other political parties as a springboard for the 
subversion of democracy through violence and chaos. 
There are also reactionary forces functioning within 
coalition governments who have basically no faith 
in secularism and take a blatantly communal attitude. 
This has led to deterioration of law and order and 
increase of communal tension. Thus, even within 
a comparatively short period of less than one year, 
the people are getting disillusioned with most of the 
non-Congress governments. 
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To cover up their weaknesses, the non-Congress 
parties are fostering an anti-Centre feeling, throwing 
the blame for every one of their own failures on the 
Union Government and in the process are weakening 
the unifying and integrating forces in the country. 
They are resorting to violent methods and are taking 
issues to the streets in complete disregard of the cons¬ 
titutional and democratic processes. Violence is 
not only the negation of democracy and constitu¬ 
tional behaviour, but spells danger to the very integ¬ 
rity of the country. It becomes the duty of the 
Congress which has enjoyed the people’s trust through 
its long record of service, and has repeatedly won their 
mandate, to exert itself to the utmost to strengthen 
democracy and safeguard the integrity, security and 
progress of the country. 

Economic progress and political stability are twin 
necessities of India today. It must be recognised 
that it is well nigh impossible to have economic 
progress without political stability. The country is 
made to pay a heavy price for want of this political 
stability in several States. 

Whatever the shortcomings of the Congress, it 
is evident that the Congress alone enjoys wide and 
varied support in the country, can think and function 
in the national interest, has the desire and ability 
to reconcile conflicting pulls and pressures, can 
safeguard national integrity and security, and has 
never hesitated to face the onerous burden of 
responsibility. It is significant to note that in the 
face of enormous mounting pressures, the Congress 
Governments both at the Centre and in the 
States, wherever they function, have never departed 
from the path of democratic processes and constitu¬ 
tional means and, have taken every step to prevent 
violence and maintain peace. 

Many of the problems which the country faces 


as it enters the third decade of freedom are those 
arising out of a changing India. The Indian Na¬ 
tional Congress can continue to play its historic role 
only if it reshapes and streamlines its organisation 
and methods of work to respond to the new urges of 
the people and the demands of the situation. The 
organisation should place emphasis on creative 
thinking and innovation and on attracting the younger 
generation in greater numbers. We will succeed in 
doing so only to the extent that we create a better 
image of our organisation. 

As the Congress surveys the national scene, it is 
disturbed at the growth of violence, and of regional, 
linguistic and communal friction. Democracy 
involves give and take. Solutions must be found 
through discussion and persuasion. There is no 
question, whether it is economic or political whether 
it is inter-state, inter-regional or between States and 
the Union which cannot be solved in a peaceful 
manner. 

The Congress has always advocated tolerance, • 
restraint and mutual accommodation. These are 
the priceless heritage which Mahatma Gandhi has 
left behind for the nation which it is our duty to 
preserve and promote. 

The Indian National Congress reaffirms its faith 
in secular and socialist democracy and calls upon all 
units of the Congress to pursue programmes and 
adopt measures: 

to preserve the integirty of the country and to 
curb the divisive forces based on religion, caste, 
region and language; 

to fight the forces of violence that are growing 
within the community; 
to strengthen mass contact; 
to streamline the Congress organisation to meet 
the new challenges. 
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Tata Steel goes abroad 


Over the last fifty years, millions 
of tonnes of steel produced at the 
Tata Steel Works in Jamshedpur 
have been used for India’s deve¬ 
lopment— in buildings, dams, 
bridges and railways. Over half a 
century’s experience in the manu¬ 
facture of steel ensures the quality 
of Tata Steel’s products. 

Todays bars, angles, channels 
and joists made at Jamshedpur 
are being used for building and 
construction in East Africa, in 


Australia, in the Middle East 
and the Far East. 

Tata Steel’s exports are chan¬ 
nelled through Commercial and 
Industrial Exports Limited 
(CIEL), the Government-recog¬ 
nised export house of the Tata 
Group. Export enquiries may be 
addressed to C.I.E.L., 16 Hare 
Street, Calcutta-1. 

TATA STEEL 


lbs Tan lion and $teal Company Limited 


IS 
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Indo-Soviet Trade : A Study 

S. Manoharan 


Here an attempt has been made to essay the composi¬ 
tion and direction of Indo-Soviet trade which within 
two decades of its establishment assumed a great 
magnitude. As Indo-Soviet trade is carried on the 
basis of bilateral trade and payment agreements, 
it is pertainent to analyse whether because of this 
agreement which spares the operation of the laws of 
supply and demand, India due to her weak bargain¬ 
ing capacity stands to lose or not. The study is 
capped with a note on the future prospects of Indo- 
Soviet trade. 

“Flag follow.s trade” is an old axim. But vice 
versa is the case with Indo-Soviet trade. When there 
was no significant political relationship between 
India and Soviet Union, there was abolutcly no trade 
between the two. The signs of cordial relation in 
political sj>bere started in early 1950s, also brought 
the establishment and improvment of trade. 

The first long-term trade agreement between 
India and the Soviet Union was negotiated for five 
years in December 1953. Before the expiry of the first 
agreement, a second atrade greement was concluded 
for another five years in November 1958. The third 
Indo-Soviet trade agreement signed in June 1963 
came into operation from January 1964 and was 
valid for five years till the end of December 1968. 
By letters of exchange in January 1966, this trade 
agreement was extended till the end of December 
1970. 

The trade agreements signed between the two 
countries provide for settlement of all commercial 
and non-commercial transactions in non-convertible 
Indian rupee. This mechanism of trade is uncon¬ 
ventional. Bilateral trade and payments arrange¬ 
ments is not altogether a new phenomenon in India. 
It had bilateral trade agreement with the U.K. during 

Shri S. Manoharan is Research Scholar, Department of 
Soviet Studies, Indian School of International Studies, New 
Delhi. 

All the figures used in this study are compiled from Monthly 
Statistics of Foreign Trade on India, March (1964-65). 


the World War II which lasted even in the post-war 
period. The present difficulties in the balance of 
payments, compelled India to negotiate bilateral 
trade agreements with Afro-Asian countries, European 
countries, USSR and East European countries. As 
import is linked with export, there is an incentive for 
an increase in the export and a check against excess 
of import over export. 

The Objectives 

The objectives of bilateral trade and payments 
agreements arc: 

(1) To get capital goods without causing a strain 
on foreign exchange; 

(2) To reduce the dependence on the traditional 
export markets; 

(3) To expand the market for both traditional and 
non-traditional products and 

(4) To stabilize the prices of traditional exports. 

Thanks to the bilateral trade and payments agree¬ 
ment between India and the Soviet Union, there has 
been a phenomenal increase in trade. Table I shows 
the total imports and exports from USSR. 

Table 1 

TOTAL IMPORTS AND EXPORTS FROM THE USSR 
(Rf. million) 


Period Imports from Exports to 

USSR USSR 


1952-53 

.24 

.85 

1953-54 

.60 

1.15 

1954-55 

J.8I 

2.12 

1955-56 

6.21 

3.26 

1956-57 

16.91 

15.50 

1957-58 

24.47 

16.66 

1958-59 

17.21 

25.90 

1959-60 

17.19 

30.38 

1960-61 

15.87 

28.81 

1961-62 

39.94 

32.21 

1962-63 

58.64 

38.25 

1963-64 

68.46 

52.10 

1964-65 

77.98 

77.92 
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From Table 1 we find that right from 1952 to 1965 
with a solitary exception of 1961, there was always an 
increase in exports was. Even though the increase in ex¬ 
ports was noticeable during the first trade agreement, 
it became remarkable from 1955-56 onwards. With 
the conclusion of second trade agreement in 1958, 
Indian exports to USSR have made a tremendous 
progress. In 1952, India exported goods worth 
Rs. .85 million to the USSR. In 1964-65, the value of 
exports to theUSSR was 77.92mi llion. That is in 13 
years exports have increased 89.5 times. Likewise 
there is a great increase in the imports from the USSR. 
Although there was an increase in the imports during 
the first trade agreement period, the increase became 
marked from second trade agreement. There was a 
big increase in the imports from 1961. Even though 
the imports are less steady and more erratic, however 
in general they are increasing. In 1952 India impor¬ 
ted from the USSR goods worth Rs. .24 million 
which became Rs. 77.98 million in 1964-65. That is, 
imports have increased 325 times within 13 years. 

By trading with the USSR India is not subjected 
very unfavourable trade balance. Table 2 charac- 
to terises this. 


Tablp, 2 

INDIA’S TRADE BALANCE WITH THE USSR 
(Rs. million) 


Year 

Balance 

1953-54 

+ .55 

1954-55 

+ .31 

1955-56 

— 2.95 

1956-57 

— 1.41 

1957-58 

— 7.8t 

1958-59 

+ 8.69 

1959-60 

-Hi 3.19 

1960-61 

+ 12.94 

1961-62 

— 7.73 

1962-63 

—20.39 

1963-64 

—16.36 

1964-65 

— 0.06 


During the 12 years under consideration, India has 
had a favourable trade balance with the USSR for 5 
years. Even the slight unfavourable trade balance 
which India have hadf or 7 years was not alarming. 
In brief, it can be said that India’s trade with USSR is 
generally balanced. 

The commodity composition of India’s trade with 
the Soviet Union is not different from the general 
pattern or nature of her exports to other countries. 
The main items which figure arc the traditional com¬ 


modities like tea, jute etc. Table 3 illustrates the 
commodity composition of Indian exports to the 
Soviet Union. 

Table 3 

COMMODITY COMPOSITION OF INDIAN EXPORTS 


TO THE USSR 
(Percentages) 


Commodity 

1960-61 

1961-62 

1964-65 

Tea 

27.6 

27.7 

19.9 

Jute 

12.7 

14.4 

22.8 

Raw hides & skins 

15.2 

12.5 

6.5 

Cashewnut 

7.8 

5.5 

8.8 

Coffee 

3.5 

3.1 

5.0 

Mica 

2.3 

2.1 

1.0 

Manufactured Tobacco 

2.3 

8.7 

11.1 

Pepper 

8.4 

2.4 

2.5 

Wool (Raw) 

5.6 

1.3 

0.5 

Lac 

1.5 

4.5 

2.6 

Non-essential vegetable oils 

3.1 

2.4 

2.0 

Footwear coir 

0.6 

0.4 

0.3 

Total 

94.8 

93.4 

87.7 


In 1963, the exports of spices, cashewnut, tobacco, 
jute and tobacco exceeded the actual targets. The 
exports of spices exceeded by 34%, cashewnut by 
51%, raw jute 78%, jute bags 20%. In 1964, the 
performance was better than the targets on many 
commodities. For instance coffee exceeded the 
target by 188%, tobacco 138%, jute bags 65%, raw 
jute 50%, raw wool 13% and spices 12%. However 
in certain items the performance, as compared with the 
targets, was quite unsatisfactory. In 1964, the 
shortfall from the targets in handicrafts was 90%, 
engineering products 83%, drugs 80%, chemical 
products 62% and cotton piece goods 32%. 
Because of these lapses from the targets India is 
having a certain degree of unfavourable trade balance 
with USSR. 

Traditional Goods 

Indian exports mainly are of traditional goods. 
Markets for traditional goods suffer from many 
factors. Foreign demand for these primary goods is 
income inelastic. There is stiff competition for these 
goods. For example, Ceylon can export tea, Brazil 
coffee, Pakistan jute and Rhodesia and U.S. A. tobacco. 
Not only this, there is also competition from substi¬ 
tutes. For instance the demand, for jute, textiles is 
increasingly replaced by paper and plastic bags, for 
cotton textiles by rayon and other synthetics and for tea 
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and coffee by soft drinks. Hie formatjon of Eur- 
pean Common Market has adversely affected Indian 
markets. In this context, the market provided by 
the Soviet Union should be regarded as a relief for 
Indian industries. Nevertheless, exports to the USSR 
should be made broad-based. Confinement to primary 
goods always suggests a certain degree of instability. 
That is why the revised Third Trade Agreement 
provides for diversification of India’s exports. It 
gives scope for increasing exports for manufactured 
goods. There has been an increase in the proportion 
of manufactured goods from an insignificant 
proportion to 35% of total exports. It is hoped by 
1970, this proportion will advance to 40%. 

The principal imports from the USSR consist of 
machinery, base metals and chemicals. Table 4 
shows the composition of imports from the Soviet 
Union. Machinery takes the pride of place in the 
imports. The import of electric machinery has also in¬ 
creased in recent years. The role of base metals is very 
much decreased. In 1964, the imports of machinery 
and equipment exceeded the target by 43 %, raw as¬ 
bestos by 108 %,aramonium sulphate by 33 %, machine 
tools by 205%, transport equipment by 242%, machi¬ 
nery for cotton and woollen industry by 1016%, lead 
by 67%, platinum by 50%, and medicine by 44%. 
The shortfall in pipes was 99%, ammonium sulphate 
88%, zinc 10%„, newsprint 15%, and oil products 
32%. 

Table 4 

COMPOSITION OF IMPORTS FROM THE USSR 


(Percentages) 


Comnjodity 

1960-61 

1962-63 

1964-65 

Petroleum and its products 

l.Ol 

8.5 

6.3 

Chemicals 

2.9 

1.9 

0.6 

Pharmaceutical products 

0.4 

0.3 

0.6 

Fertilizers 

6.6 

4.2 

Neg. 

Rubber 

3.0 

0.1 

Neg. 

Paper and its products 

13.0 

4.8 

4.4 

Non-metailic minerals 

0.6 

1.8 

2.6 

Base metals 

41.2 

15.0 

13.9 

Metal products 

3.9 

6.8 

2.2 

Machinery other than electrical 

18.6 

46.2 

55.0 

Electiical machinery 

5.8 

4.2 

10.3 

Transport equipment 

0.4 

1.6 

1.5 

Scientific instruments 

0.6 

0.6 

0.7 

Total 

97.8 

96.0 

98.1 


Criticism and the Answer 


As we know, under bilateral trade and payments 


agreements, laws of supply and demand do not operate. 
Hence a criticism against Indo-Soviet trade has been 
made saying that because of the absence of the ope¬ 
ration of the laws of supply and demand, price is 
always fixed to the advantage of the stronger party- 
It is argued that India with its limited bargain¬ 
ing capacity buys goods from the Soviet Union at 
a higher price and sells goods to it at a lower price. 

As an answer to the criticism that imports from 
free market cost less than from centrally planned 
economy, even at the outset it can be said that be¬ 
cause of insufficiency of hard currency, the question of 
importing more from free economy irrespective of 
their price and quality of goods, does not arise. But 
is this not other way of admitting that by trading witTh 
the Soviet Union India is buying and .selling at an un¬ 
favourable price. This warrants a deteailed analysis. 

First, let us take Indian exports to the USSR. In 
1960-61, while rest of the world paid Rs. 1940 per ton 
for jute hessian bags, the USSR paid only Rs. 1654. 
But subsequently the price was a bit increased which 
minimised the gap between the price of the USSR 
and the world. However in the same year the USSR 
paid Rs. 7.07 per kilogram tea while the rest of the 
world paid only 6.16 per kilogram. As tea occupied 
27.6% of total exports to the USSR, India gained 
more than it lost in jute whose share in the total 
export was only 12.7%. Likewise, the USSR paid 
Rs. 4.99 per kilogram for pepper while the world 
price for it was Rs. 4.93. For cashewnut, the USSR, 
paid Rs. 5.12 per kg. as against Rs. 4.22 per kilogram. 
Thus, we find that in spite of bilateral trade agreements 
India has not sold its goods to the USSR at a lower 
price. As a matter of fact, paradoxically, India sold 
its goods at a higher price. Table 5 gives general 
export unit value index numbers for the Soviet Union 
and the rest of the world. From table 5, we can infer 


Table S 

GENERAL EXPORT UNIT VALUE INDEX NUMBERS 
FOR THE USSR AND THE REST OF THE WORLD 


Year 

Unit value index 
numbers of exports 
to the Soviet Union 

Unit value index 
numbers of export 
to the rest of the 
world 

1960-61 

100 

100 

1961-62 

99.1 

81.9 

1962-63 

98.2 

80.1 

1963-64 

101.4 

78.8 

1964-65 

99.7 

83.9 


that the fluctuations of unit value of exports to the 
Soviet Union was within the narrow limits of 2 points. 
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Whereas the unit value index number of exports to 
the rest of the world declined continuously. This 
shows that the Soviet Union paid relatively stable price 
compared to the rest of the world. So it can be suggest¬ 
ed that because of the trade with the Soviet Union, 
a stability in prices has come to stay. Now the 
question is: do imports from the rest of the world 
costless than the imports from the USSR? 


Table 6 

COMPARATIVE PRICES OF GOODS IMPORTED FROM 
THE USSR AND FROM OTHER COUNTRIES 


Country 

1960-61 

1961-62 1962-63 

1963-64 

1964-65 

(Caustic Soda 

per Kg.) 





USSR 

0.51 

0.51 

0.35 

0.25 

0.31 

USA 

-- 

1.27 

0.54 

0.54 

0.50 

West Germany 

0.97 

0.61 

0.79 

0.63 

0.45 

(Cipper Tubes per Kg.) 





USSR 



— 

4.30 

4.83 

USA 

8.52 

7.73 

8.12 

7.01 

0,69 

West Germany 

6.33 

6.24 

6.22 

6.50 

7.19 

(Zinc Ingot Cakes per Kg) 





USSR 

1.25 

1.16 

0.91 

1.08 

1.69 

USA 

1.21 

1.16 

1.14 

1.24 

1.65 

West Germany 

1.39 

2.46 

1.39 

1.49 

1.41 


From Table 6, assuming an identity of quality, 
wc find no evidence that the USSR is charging higher 
prices compared to the rest of the world. On the other 
hand, for many goods, the USSR charges the lowest 
price. Thus, we find that in spite of the non-operatic.n 
of the laws^of supply and demand, India sells her goods 
at a higher price to the USSR and buys from her at 
a lower price. Because of the non-operation of the 
laws of supply and demand it can be suggested that 
there is a .stability in the prices. Again as the trade 
agreements are concluded every five years, it is 
possible that the prices too can be revised. 

Future Prospects 

After the death of Stalin, an increased awareness 
about the importance of foreign trade had 


decended on the Soviet Union. Gradually the Soviet 
Union has increased its foreign trade with the rest of 
the world. The per capita trade turnover has in¬ 
creased from U.S. § 18 in 1950 to ^ 61 in 1962. In 
spite of the tremendous progress still there is a great 
scope for exapansion. With the increase of standard 
of living foreign trade is bound to expand still further. 
Thus the Soviet Union is a promising market and it 
cannot be ignored on any account. 

The share of India in the total imports and exports 
of the USSR increased from 0.5 and 1.1 % in 1956 
to 1.5 and 3% respectively in 1963. At present 
India's share in the total trade of the Soviet Union 
is insignificant. Nevertheless, the rate of growth 
of trade is impressive. 

In accordance with the latest trade agreement, 
the Soviet Union in future will increase her export of 
non-ferrous metals, sulphur, tin plates, ammonium 
sulphate, copper, lead, aluminium, newsprint etc. 
The export of newsprint is fast declining. It will 
be appreciated if the export of newsprint from the 
Soviet Union is increased, the share of chemicals in 
the export of Soviet Union to India should be 
multiplied. 

The composition of commodities of imports of 
the Soviet Union has changed in recent years. Bet¬ 
ween 1960 and 1963, the import of silk fabrics has 
gone up 11%, tobacco unmanufactured 30%, cloth¬ 
ing 29%, furniture 127%, pig iron 15%, fresh fruit 
42%, and sugar 35%. The import of footwear 
has not improved but the import of tea declined by 
7 %, lish by 6 %, raw wool by 24 % and vegetable 
edible oils by 47 %. 

The buying organisations in the USSR have evinced 
a keen interest in Indian refrigerators, machine tools, 
vacuum flask, electric lamps, paints, furniture, woollen 
products, silk fabrics, hoisery and finished leather. 
The trade agreement concluded in January 1966 has 
increased the scope of trade. The trade turn over of 
the Soviet Union by. 1970 is expected to double the 
level of 1960. By 1980, it is further expected to 
reach 400%, of expansion over the level of 1960. 
Thus a lasting and bigger base is being laid for further 
expansion of trade between India and the USSR. 
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WASTE 



Over 4S0 million moetho to feed...yet almost 25% of India’s fruits and vegetables 
go to waste due to spoilage between field.and kitchen. The reason? A cabbage 
or a carrot has miles to go before It’s eaten. By that time, the blazing heat has 


done its damage. 

HiNOUSTAif LEVER Studied the problem... 
consulted Unilever food experts...then made 
a beginning by setting up a modern dehy< 
dration plant at Ghazlabad. 

Why dehydration? Because it’s practical, 
easy to handle, inexpensive. Dehydration 
takes the watet out, seals thg freshness in. 
In fact, dehydrated foods stay fresh what* 
ever the season. They take so little space 
that transportation is easy And they need 
no refrigeration, no special storage facilities. 
Dehydration is HINOUSTAM LEVER'S contri¬ 
bution to the national effort to . produce 


mere food and make the most of what it 
available. The farmer will grow more now 
that he can count on steady prices and an 
assured market. And less will be wasted, 
because more will be processed and pro* 
served. From ail this will flow new products 
and therefore new opportunities. 

The housewife is already familiar with our 
dehydrated vegetables. Plans are afoot 
for offering her a greater range of such 
foods.The day will break brighter tomorrow 
...with a little less of care, a little more 
of ley. 


TODAY AMO T0II0RR0W...HIN0U8TAN UVER SERVES THE HOME 


1968 


23 


dN*cTMmH-stbq7 



INDIAN INSTITUTE OF FOREIGN TRADE 


IIFT PUBLICATIONS FOR BENEFIT 
OF MANUFACTURERS & EXPORTERS 


COMMODITY STUDY REPORTS: These iodividual Reports comprise intensive studies relating to 
prospects of exports of: Animal Feeds: Grey Iron Castings Preserved Fruits & Vegetables; Hosiery Goods 
Electric Fans; Costume JeweUery; Tobacco Manufactures; Curry Powder; & Paste; Safety Razor Blades; 
Animal Casings; Export Potential of Okhla Industrial Estate, Electric Lamps & Flourescent Tubes. 

OVERSEAS MARKET SURVEY REPORTS; IRAN and IRAQ surveyed in respect of Tea, Jute Manu¬ 
factures and Selected Engineering Products; Country Surveys of LIBYA & SUDAN. 

SEMINAR REPORTS : SUBJECTS COVERED IN THE SEMINARS RELATED TO EXPORTS 
OF: Marine Products; Cotton Textiles; Fine Chemicals, Paharmaceuticals & Dyes; Rayon ; Synthetic 
Textiles; Finished Leather ; Leather Manufactures; Plastics & Linoleum Products; Machine Tools; 
Indian Cotton Textile Industry; Handicrafts; Sports Goods; Cashew; Engineering Products; Chemicals 
& Allied Products; Spices; Processed Foods; Readymade Garments; Packaging for Exports; Exports to 
Americas; Exports to Malaysia; Cardammom; Tea Exports; Tobacco Exports. 

OTHER REPORTS: Various other Reports of Studies undertaken by the Institute include the subiects 
of: India’s Trade Prospects with West Indies; Teaching Facilities of Foreign Languages in India; Difficul¬ 
ties in the Shipment of Export Cargo at Bombay Port: World Wide Import Rules; Bibliography on Over¬ 
seas Market Surve]rs of Indian Products; India’s Trade with East Europe; India’s Trade Prospects with 
Brazil; Handbook of Export Documents; Export Incentives in Developed and Developing Economies; 
Ocean Freight Rates and India’s Exports. 


QUARTERLY JOURNAL OF IIFT : FOREIGN TRADE REVIEW. 

For particulars of these publications and their prices etc., please write to Commercial Manager, Indian 
Institute of Foreign Trade, 66, Friends Colony (East), New Delhi-14. 
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Inflation and Recession—Paradox of 

Co-existence 

M. M. Khulur 


While India is placed virtually at the lowest rung of 
the world economic ladder, the inadequacies of 
economic planning, hybrid structure of the economy 
and failures of the market mechanism seem to be 
projecting an image of recession into the focus of her 
economic development. Simultaneously, there is the 
lingering ghost of inflation the impact of which echoes 
out of the working class and the urban middle class 
intelligentsia. Confrontation of those who cannot 
promote sales of their product and the others who 
suffer from the scarcity of means to make the purchases 
is a peculiar paradoxical situation which is better un¬ 
derstood in terms of the anatomy of economic growth 
rather than being subjected to the sophisticated tools 
of econonric analysis. It shall, be however, quite 
helpful if the inflationary pressures in one sector and 
the emerging symptoms of recession elsewhere are 
examined separately before suggesting any policy 
prescriptions. 

Genesis of Inflation 

Whenever a deliberate attempt is made to direct 
investments in a selective manner, certain imbalances 


arc bound to appear unless proper restraint is exer¬ 
cised through monetary and flscal discipline as well 
as the institution of a few controls at strategic points 
of the economy. During the period of India’s 
Five Year Plans, the aggregate investment has been 
heavily biased in favour of the non-agricultural sector. 
With four-fifth of the total population living in rural 
areas, the disparity becomes all the more glaring if 
comparisons are made on per capita basis. Table 
1 indicates the pattern of investments between 1951 
and 1966. 

It is apparent that agriculture, community develop¬ 
ment, major and medium irrigation claimed only 12.8 
per cent of the total outlay in fifteen years of planning. 
It was, therefore, inevitable that the increase in ag¬ 
ricultural output would lag behind expansion in other 
sectors of the economy. In a community where 
nearly two third of the urban household expenditure 
is on food, where the proportion of labour in factor- 
combination responsible for the productive apparatus 
is high and where the income-elasticity of food in 
respect of the entire population is also high, the scarcity 
of food could be easily anticipated. The stiutation 
would become all the more precarious if there were 


Table 1 

INVESTMENT PATTERN, 1951-66 



Pirst Flan 
Expendlturei 

l^ecoml Plan 
Expenditure^ 

Third Plan 
Expenditurei 

'Potol 

Percentage of 
the total 
expenditure 

Agriculture and Community Development 

291 

530 

1103 

1924 

12.7 

Major and Medium Irrigation 

310 

420 

657 

1387 

9.1 

Power 

260 

445 

1262 

1967 

13.0 

Village and Small Industries 

43 

175 

220 

438 

2.9 

Industries and Minerals 

74 

900 

1735 

im 

17.8 

Transport and Communications 

S23 

1300 

2116 

3939 

25.9 

Social Services and Miscellaneous 

459 

830 

1538 

2827 

18.6 

Total : 

1960 

4600 

8631 

15191 



Sbri M.M. Khuilar is Head of the Economics Department (Evening Classes), Delhi College, University of Delhi. 
1. IMd Five Year Flan, Table 2, p. 33. 2. Drtfft OutlUie, Table 4i p. 43. 
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drought conditions and failure of crops—^not quite 
unexpected in a country where agriculture is virtually 
mortgaged to the unknown factor of weather. Com¬ 
paratively limited success of land reforms, relatively 
more rapid growth of population, backward sloping 
supply curve for the marketable surplus, failure to 
prevent wastes in transport and storage, speculative 
hoarding by the unscrupulous traders and the nefarious 
role of black money in such activities proved to be 
aggravating factors. Regarding demographic pres¬ 
sure Prof. C.N. Vakil is of the opinion that “the 
population factor in market expansion takes the form 
of an increasing pressure upon diminishing return 
activities like agriculture.”® 

Incidentally, agriculture of its own is proverbially 
backward in India. The very techniques arc inferior. 
“Inferiority and superiority arc judged on the basis 
of two attributes viz,, output per man and output per 
unit of fixed capital.”* 

The methods of financing economic development 
and less than efficacious wielding of the monetary 
and fiscal tools made its own contribution to the situa¬ 
tion, which was latently loaded with a crisis. Deficit 
financing and expansion of bank credit resulted in a 
disproportionate increase in supply of money. 
Between 1950-51 and 1967, the money supply with the 
public is estimated to have increased from Rs, 2011 
crores® to Rs. 4961.98 crores* respectively. During 
the same period, there has been almost complete de¬ 
pletion of the foreign exchange reserves of the country. 
The primary and total obligation of pre.serving India’s 
territorial integrity, Chinese aggression in 1962 and 
the Indo-Pakistan conflict of 1965 gave a new sense 
of urgency to the defence expenditure in addition to 
commitments of developmental outlays envisaged in 
the Five Year Plans. Thus, there has been a consi¬ 
derably larger flow of money incomes without any 
corresponding increase in the output of food-stuffs and 
essential commodities. The imbalance and inflation¬ 
ary potential would have been still more glaring if 
there had seen no possibility of P.L. 480 imports of 
foodgrains. In any case, it was essentially the task 
of monetary and fiscal authorities to mop up the addi¬ 
tional purchasing power so as to restrain monetary 
expansion from converting itself into an increased 
demand for items of output where supply was sure to 
be outstripped. The absence of any such rigorous 


and comprehensive monetary and fiscal discipline 
coupled with inadequacy or ineffective implementa¬ 
tion of physical controls inevitably permitted the 
inflation, which was otherwise structurally inherent 
in the situation to grow. Market imperfections did 
not lag behind in further accentuating the problem. 
Under these circumstances, it was quite understandable 
to come across agitations by the trade unions and sala¬ 
ried personnel for a rise in wages or an increase in the 
dearness allowance. Really intriguing, however, 
are the recent complaints of recession on the part of 
industrialists, manufacturers and traders. 

Phenomenon of Recession 

It is inevitable that whenever there is a significant 
gap between the structure of demand and the composi¬ 
tion of output, deterioration will take place in the 
offtake position in respect of certain category of goods. 
This may be called as excess capacity, reduced profit¬ 
ability or slackening of demand. Apprehensions about 
the monetary and fiscal policies of the government, 
ulterior motivation connected with the controversies 
of public and private sectors and the business 
psychology arising from the state of mind in the stock 
exchanges tend to further aggravate the situation. In 
fact, that is precisely the current phenomenon of 
recession. 

The aggregate demand at any time will depend on 
the pattern of income distribution and consumer 
expenditure within the country, the volume and com¬ 
position of exports and the effectiveness with which 
the public authority or voluntary organisations arc 
able to modify the demand factor through statutory 
regulations or persuasion respectively. 

It is an undeniable that there is enormous concen¬ 
tration of wealth and income in the country. Wide 
disparities between urban and rural incomes apart, 
the Committee on Distribution of Income and Levels 
of Living vouchsafed relating to the year 1960 that 
“even after ten years of planning and despite fairly 
heavy schemes of taxation on the upper incomes, there 
is a considerable measure of concentration in urban 
incomes.”’^ Estimated distribution of pre-tax income 
for the entire population of India in 1955-56 reveals 
that 86 per cent people have had per head monthly 
income of less than thirty-rupees.® To the extent 
that not only the scale of egalitarian measures has been 


3. C.N. Vakil, Poverty and Planning 1963, Ed. Allied- 

Publishers (P) Ltd., p. 227. 7. Government of India, Planning Commission; Report of 

4. Prof. Oautam Mathur, Planning for Steady Growth 1965 the Committee on Distribution of Income and Levels of Living — 

Oxford Basil Blackwell, p. 142. Part I (Distribution of Wealth and Concentration of Economic 

5. Reserve Bank of India Bulletin, April 1952, p. 308. Power), February 1965, p. 27. 

6. Reserve Bank of India Bulletin, July 1967, p. 972. 8. Ibid, Table 3,1 p. 55. 
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limited but also that their effectiveness remained cir¬ 
cumscribed, the relative share of personal incomes 
definitely did not tend towards equality. The fact 
that “there was an increase in the concentration of 
economic power in the corporate private sector between 
1951 and 1958” and that “the two largest complexes, 
Tata and Birla, accounted for approximately one- 
fifth of the physical assets of the corporate private 
sector in 1958”® possibly has the implication of 
growing inequalities. “In countries where develop¬ 
ment policies mainly make the rich richer, the market 
for local manufacturers is limited, since the rich spend 
much of their surplus on luxury imports and foreign 
travel.”'® Level of incomes for the vast majority of 
people being otherwise low, the restricted supply of 
food and certain other essential commodities and the 
rapidly rising prices thereof coupled with low elasticity 
of substitution between food and non-food consumer 
goods resulted in the slackening of demand for certain 
durable consumables. The sluggishness in consumer 
goods’ demand was ultimately t.ansmitted to the in¬ 
vestment goods industries." At such a juncture, 
comparative failure of export effort, limited impact of 
import substitution, reduced profitability on account 
of cost-push inflation based on scarcity of food articles 
and industrial raw materials, imposition of financial 
discipline through stringent budgetary and monetary 
policies, impression of uncompassed spread of ten¬ 
tacles by the public sector and the confusing pattern 
of political power structure after the Fourth General 
Elections vitiated the climate for investment and con¬ 
tributed to the psychology of recession. Here, it may 
be unfair to impute motives, but it is difficult to reject 
the suggestion that certain protagonists of the private 
sector might be utilising the fear of recession as an 
argument to circumvent the rapid growth of public 
sector. Apparent excess capacity in certain industries 
today is more the verdict of income distribution and 
market mechanism rather than the proclamation of 
saturation in productive capacity. Planning of instal¬ 
led capacity in various industries needs to be done in 
the context of dynamic economic growth instead of 
being based on the temporary phenomenon of 
buyers’ resistance or faulty distribution of purchasing 
power. In this sense the emphasis on the existing 
capacity in the private sector so as to question the 
rationale of expansion in the public sector is difficult 
of interpretation except in terms of rivalries between 

9. R,K. Hazari, The Structure of the Corporate Private 
Sector, 1966, Asia PublishingHouse, pp. 3S7-S8. 

10. W. Arthur Lewis, Development Planning — The Essentials 
of Economic Policy, London, George Allen & Unwin Ltd., 
p. 90 

11. The Economic Times, July 9, 1967, p. S. 
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two sectors of the economy. This attitude might 
project the recessionary trend slightly out of propor¬ 
tion but the existence of malady itself is certainly 
irrefutable. It is, therefore, necessary to explore and 
organize the safety valves that could be employed to 
ensure economic growth with stability. 

The Safety Valves 

To relieve the inflationary pre.ssure on the essential 
commodities group and to revive the demand for manu¬ 
factures and durable consumsables both internally as 
well as in the foreign markets appears to be the imme¬ 
diate task facing the country. This might require a 
few interim measures to alleviate the crisis. Simul¬ 
taneously, it would also be necessary to undertake 
structural changes in the pattern of investments, bring 
about more equitable distribution of incomes and to 
dovetail the schemes of development with certain 
plans of regional or international economic 
cooperation. Efficient control over the prices and the 
distribution of essential commodities, vigorous drive 
for import substitution and a breakthrough in the 
export trade are of primary importance so as to arrest 
any further deterioration in the economic situation lest 
the recessionary trend should have a snowball effect. 
In the long term, elimination of certain bottlenecks 
and curing lopsidedness in the economy is, however, 
imperative because “the last cause of all real crises 
always remains the poverty and restricted consumption 
of the masses as compared to the tendency of capita¬ 
list production to develop the productive forces in 
such a way that only the absolute power of consump¬ 
tion of the entire society would be their limit.” '2 
Thus, it appears that egalitarianism is not only the 
warrant of humanitarianism but also the injunction of 
stable economic growth. Likewise, the regulation of 
production so that it is responsibe to changes in the 
structure of demand is an unavoidable necessity. All 
this certainly requires a widening of the entrepreneurial 
base and diversifying its forms, better coordination 
between industrial research and organization of 
production in order to improve the rate of innovation 
and break the rigidity of the cost structure, compre¬ 
hensive measures of quality control, effective check on 
the misdirection of resources, efficient and growing 
public sector as countervailing and balancing factor 
and a more efficacious wielding of monetary and fiscal 
tools to restore confidence and achieve equity in wealth 
and income distribution. This will, of course, nece- 
sitate streamlining public administration and streng- 

12. Alfred Bonne, Studies in Economic Development, London, 
Routlcdge and Kegan Paul, 1957, p. 246. 
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thening of statistical wings of the economic intelli¬ 
gence cells so Unit adequate and reliable data are con¬ 
tinuously available regarding markets, investments, 
incomes and output. Incidentally, during the inter¬ 
vening period that must elapse between the launching 
of certain structural reforms and their impact on the 
economy, exports have to act as the engine of econom¬ 
ic growth. Stabilisation of prices, preferential treatment 
to export industries and well devised export incentives, 
complete embargo on non-essential imports, negotiat¬ 
ing international agreements and contracts for turn¬ 
key jobs and exploring the possibilities of using exising 
equipment for turning out new goods that might not 
be subject to pressure of keen competition in buyers’ 
markets abroad deserve consideration on a high prio¬ 
rity basis. The Parliamentary Committee engaged in 
the study of recession may very well produce a series 
of recommendations to revive the climate for a fresh 
doze of investments in the economy. Birla's emphasis 
on lowering taxes as a remedial action by the analogy 
that “Japan gave twelve tax cuts in thirteenyears and 
engendered tlie economic growth of eleven per cent 
per annum against India's 2.5 per cent in the Third Plan 
and 5 per cent target set in Fourth Plan” i-* may well 
carry conviction with a certain section of the commun¬ 
ity. Thcsc palliatives can, however, only postpone 
the crisis but the same has a clear promise of reap¬ 
pearing in a more aggravated form unless the imbalance 
between agriculture and industry is sought to be re¬ 
dressed with speed and is earnestness. 

Roi-I; Ot AGRICULTURL 

To undermine the role of agriculture and exagge¬ 
rate the importance of manufactures in the con¬ 
temporary conditions of India is inequitable both in 
thought and action. Lewis has summed up that 
“an increase in industrial production raises the de¬ 
mand for food and raw-materials from the farmers. 
If farm output is stagnant, this raises agricultural 
prices. This in turn raises wages, reducing the pro¬ 
fitability of industrial production, even perhaps to 
the point of bringing industrial growth to a stands- 
still.”*-^ To the extent that the present economic 
malaise is partly traceable to the behaviourial pattern 
of consumption function, it becomes necessary to 
keep in mind that the countryside does not merely 
stand for farm operations but represents a vast mas.s 
of humanity whose productive capacity and levels 
of consumption significantly determine the urban- 


13. The Economic Times, July 16, 1967. 

14. W. Arthur Lewis, op. cit. supra, N-IO, p. 44. 


rural nexus of relationship, the inter-sectoral balanc¬ 
ing mechanism and the social ethos for the entire 
country. 

The bogey of transfer of money to the rural sector 
raised in certain quarters on the basis of a shift in the 
terms of trade in favour of food articles vis-a-vis 
manufactures is quite misleading and should not be 
considered as an adequate basis for a still higher level 
of investment in the non-agricultural sector. The 
fact of the case is that the index of industrial prod¬ 
uction in 1965-66 with the year 1956 as base is 181.6 
whereas the index (potential) of agricultural production 
for the same year even with 1949-50 as the 
base in respect of food and non-food crops stands a 
158.3 and 151.8 respectively.^'’ Regarding terms 
of trade, it is essentially after 1962-63 that the whole¬ 
sale price index for food articles has ruled higher 
than that of manufactures. Moreover, the total 
revenue product computed according to whole¬ 
sale prices includes disproportiomalc reward to the 
intermediaries and, therefore, the aggregate value of 
the marketable surplus does not percolate to the rural 
sector. Average annual product per employed 
person in the rural areas is nearly one-third of the 
levels in urban India. Manifest gulf between the 
two needs to be bridged up through revision of 
emphasis and reorientation of policies. 

Modernization and diversification of agriculture, 
its commercialization and intergration with the urban 
economy are certainly the tasks worthy of accomplish¬ 
ment. Barriers arising out of organizational, institu¬ 
tional and legal framework of the rural society must 
be removed expeditiously with firmness and without 
hesitation. New dimensions may be added to agri¬ 
culture and a well planned network of agro-industries 
may be spread throughout the countryside. This 
also has the possibility of mobilising the rural man¬ 
power which is otherwise a colossal waste. Closer 
and detailed study would also reveal that there is 
wide scope for adding new items to India’s agricul¬ 
tural exports and thereby augmenting the foreign 
exchange resources. 

Balanced Growth 

From the foregoing analysis, it is evident that the 
reasons for the current co-existence between in¬ 
flation and recession run much deeper and have been 
inherently present in the process of economic devel¬ 
opment during the last fifteen years or so. In many 
ways, it may be a byproduct of co-existence between 
private sector and public sector, between riches and 
{Continued on page 32) 

15. Reserve Bank of India BuUetin, July 1967. 
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A New Strategy for Indian 
Agricultural Policy 


s. c. 


One of the important observable trends in Indian 
economy is a tendency in recent years to a slowing 
down of agricultural growth. This is, of course, 
not unrelated to the rapid population growth and 
abnormal seasonal conditions in most States of 
India. But in a planned agriculture, the excuse for 
sudden appearance of famine and stravation (as 
experienced during the last two years) might not be 
entirely thrown on the above two factors. There 
must be some basic reason for the appearance of such 
an alarming situation. No serious attempt has been 
made to precisely determine the causal factors. The 
contribution of Indian economists has been almost 
nil in this matter. The concerned departments of 
the Indian Planning Commission as well as the 
Union Ministry of Food and Agriculture .arc too 
busy in preparing the ministerial papers as basis for 
defending the government policy; if something wrong 
has happened in Indian agriculture, why and how it 
happened does not seem to be the serious concern 
of the officials responsible for programme planning. 
However, a few foreign scholars, interested in the 
development process of Indian economy, have recently 
ascribed the reason to low level of investment in the 
agricultural sector. There is much trurth in this 
assertion and it could have been amplified by empiri¬ 
cal data. However, Instead of catching a solid 
thread to justify the reason for collapsing Indian ag¬ 
riculture, some of these scholars became unduly con¬ 
cerned with ‘price policy’ in an attempt to prove or 
disprove the nature of economic behaviour in 
traditional Indian agriculture. It has been frequently 
argued that sufficient incentives for investments in 
agriculture did not come forth due to low farm prod¬ 
uct prices offered to the cultivators. In an attempt 
to keep food prices low for the growing urban popul- 

Dr. S.C. Jha is Deputy Director of Research, Indian 
Society of Agricultural Economics, Bombay. 
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ation, the government deliberately controlled farm 
product prices at low levels, the result being a stagnant 
agriculture. Professor M.L. Dantwala’ has very 
logically challenged this argument, with complete 
documentation of facts and figures. 

There is no denying the fact that the level (and 
perhaps even more important the stability) of prices 
is important consideration in increased investments 
and production in agriculture. But the evidence 
available does not indicate a major imbalance between 
prices received for farm products and input costs 
paid. A limited number of studies conducted in 
some parts of the country (particularly intensive 
agricultural ptickage districts) suggest that well manag¬ 
ed farms did earn substantial margin of net earnings 
on the investments made in factor inputs. If this 
is so, the question can be raised whether the present 
price structure is really dctriment.nl to incentives 
when a group of farmers in dilferent parts of the 
country demonstrated favourable results. 

TtfE Use of Ffrtilizer.s 

A great deal of pro and con arguments is centred 
around the most potential technological input, 
fertilizer. Some of the scholars have mainlined that 
the fertilizer product price ratios arc unfavourable 
for encouraging its wider use in the less developed 
countries including India. But surprisingly enough, 
the available estimates on fertilizer use in a dozen 
of developed and less developed countries do not 
support this line of argument. (See Table 1) 

This table very clearly shows that in most of the 
less developed countries number of kilograms of 


I. Dantwala. MX., “Incentives and Disincentives in Indian 
Agriculture”, Indian Journal of Agricultural Economics, Aprii- 
June 1967, pp. 1-15 
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produce necesssry to purchase one kilogram of plant 
nutrient is relatively less than in the developed 
regions. This tends to suggest that there is high net 
return per unit of investment made in fcitilizer. 
The comparable estimates on fertilizer-product ratio 
for India also supports this generalisation. (See 
Table 2.). 

Table 1 

FERTILIZER PRODUCT PRICE RATIOS FOR SELECTED 
COUNTRIES. 1962 


Country 

Nutrient 

Wheat 

Corn 

Rice 

Beans 

Potatoes 

U.S.A. 

N 

3.45 

5.95 

1.38 

1.67 

5.14 


PoOr, 

2.38 

4.10 

0.95 

1.15 

3.54 


KfiO 

1.18 

2.04 

0.47 

0.57 

1.76 

Italy 

N 

2.22 

3.47 

1.35 

1.39 

3.85 


P20.-i 

1.51 

2.35 

0.92 

0.94 

2.62 


K«0 

0.90 

1.41 

0.55 

0.57 

1.57 

Spain 

N 

2.84 

— 

— 

— 

4.20 


PzOf, 

1.35 

— 

— 

— 

2.00 


K 2 O 

0.72 

— 

— 

— 

1.06 

Japan 

N 

2.39 

— 

1.17 

— 

— 


P 2 O 8 

1.86 

— 

0.92 

— 

— 


KoO 

0.83 

— 

0.41 

— 

— 

Taiwan 

N 

— 

— 

3.21 

— 

— 


PjOb 

— 

— 

1.57 

— 

— 


K 2 O 

— 

— 

0.91 

— 

— 

Chile 

N 

4.86 

4.87 

4.87 

1.93 

6.25 


P 2 O 6 

2.27 

2.26 

2.26 

0.92 

2.95 


K 2 O 

2.07 

2.08 

2.08 

0.82 

2.67 

Columbia N 

2.83 

3.14 

1.92 

0.76 

7.04 


PoOs 

1.70 

1.88 

1.15 

0.47 

4.22 


K 2 O 

1.32 

1.46 

0.90 

0.35 

3.28 

Peru 

N 

1.57 

0.82 

0.86 

0.48 

1.35 


PsOft 

1.57 

0.82 

0.86 

0.48 

1.35 


K 2 O 

0.91 

0.48 

0.50 

0.28 

0.79 

El Salvador N 

— 

3.32 

1.30 

1.72 

2.55 


PaOr. 

— 

1.21 

0.47 

0.64 

0.93 


K 2 O 

— 

1.60 

0.62 

0.85 

1.23 

Venezuela N 

— 

3.28 

1.00 

1.06 

2.47 


PfiOfi 

— 

2.64 

0.81 

0.85 

1.99 


K 2 O 

— 

1.12 

0.34 

0.30 

0.84 


Source: Domcr, P., Interpretive Synthesis and Policy Implica¬ 
tions of Land Tenure Centre and Related Research 
{Mimed), Ltc. 3i. The Land Tenure Centre, Univ- 
vcrsity of Wisconsin, December 1966, p. 28. 

Of course, these estimates have been obtained for 
a wide variety of fertilizer trails conducted through¬ 
out the selected countries under varying conditions 
and there can be a methodological question on the 
appropriateness of these estimates for international 
comparison. Professor Dantwala’s contention on 
this point is that international comparison can be 
meaningful if the estimates are obtained for the opti- 


Table 2 


FERTILIZER PRODUCT PRICE RATIOS FOR INDIA 



N 

PaOs 

N 

PeOb 

India 

MM 

MNP 

2.09 

1.S4 

Northern Eastern Region 

2.16 

1.73 

— 

M. 

Northern Region 

2.06 

2.14 

— 

M. 

Central Region 

1.96 

1.35 

— 

— 

Southern Region 

2.59 

2.02 

— 

— 


Source: The ratio estimates for India have been derived by this 
author on the basis of fertilizer price and product 
price data (as well as physical fertilizer and product 
response) generated by T.P. Abraham, “Optimal Ferti¬ 
lizer Dressings and Economics of Manuring’*, Indian 
Journal of Agricultural Economics, Vol. 22, No. 2 
,^pril-Junc, 1965, p. II. The product estimates are 
separately derived for the optimum doses of N and 
PaOs per acre, 

mum doses of fertilizer used in the various countries 
under comparison. But in order to estimate the 
optimum doses for various crops and to make them 
comparable between the countries, several assump¬ 
tions will have to be set forth and this, to my mind, 
will be a much rigorous task. Therefore, it does not 
seem to be illogical under the broader frame¬ 
work, as Professor Dantwala may conceive, to use 
fertilizer product price ratios as a basis for invest¬ 
ment comparison between countries at different 
levels of economic development. This does not, 
however, preclude the fact that efficiency comparison 
of countries in fertilizer allocation can be appropriate 
only when the response estimates are derived for 
comparable doses of given plant nutrients. Dr. 
V.G. Panse’s quotations^ show a great deal of varia¬ 
tion in product response at the optimum application 
of fertilizer in selected countries. Some of the esti¬ 
mates (cited) indicate that “at a level of application 
of 40 to 50 kg. per hectare of nitrogen, response of 
rice in Japan per Kg. of nitrogen is 13 Kg. against 
only 9 kg. in India, while that of wheat in U.S.A. 
is 19 kg. against 12 kg. in India Response of wheat 
at the same level of phosphate application is 12 kg. 
in U.S.A. against only 5 in India.” This variation 
can be attributed to several agro-climatic-soil 
factors. Even if it is taken for granted on the basis 
of available estimates that fertilizer product price 
ratios have not been a major disincentive factor for 
the Indian cultivators to use fertilizer and the 
government policy has not been detrimental to maxi- 

2 Pause, VG., “Fertiliser Recomendation”, Proce«fiivs of 
Natiomd Sendnar on Fertiliser, Fertiliser Association of India, 
New Delhi,? 425. 
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mum appUcation of fertilizer, there should be no 
doubt (as revealed by Panse*s estimates) that Indian 
farmers have not so far started using fertilizer efB> 
ciently. Empirically, the efficiency is measured in 
terms of the response of a crop per unit of the nutri¬ 
tive element in the fertilizer at a given level of appli¬ 
cation. Obviously, the higher the efficiency in ferti¬ 
lizer ai^lication, the greater wilt be the economic 
gain to the cultivator. 

Agro-bconomic Research Needs to be Intensified 

It is true that there is the existence of bottlenecks 
in the availability of fertilizer and in the distribution 
of that which is available. But even with the given 
amount of fertilizer in the national stock, proper 
allocation and eihcient use can help to a greater 
extent in solving the supply problem of fertiliser. 
Inefficiency can be minimized if proper agro-econom- 
ic experimental research is conducted for major food 
and cash crops in different regions of the country. 
Experimental findings will show the potentiality of 
the crops grown in different parts of the country to 
absorb the levels of fertilizers in a profitable way. 
Unfortunately, there has been complete disharmony 
among the major scientific disciplines associated with 
agriculture. Had there been close collaboration 
between agricOltural scientists and economists, the 
task would have been easier and much useful to 
approximate the expected increases in output from 
various technological inputs. This could have 
focussed efforts on products of major economic 
significance and on particularly promising lines of 
technical progress, taking into account both the 
possibilities of changing productivity coefficients 
and the prospects for relatively rapid and widespread 
adoption of technical innovations. Whatever might 
be claimed as a rational approach pursued by the 
government for agricultural development, this area 
of research has received meagre attention in the 
total strategy of agricultural 'development. 

Therefore, one of the serious concerns at this 
stage of agricultural planning in India should be for 
the strategic factors that represent the policy instru¬ 
ments or variables on which government may act to 
accelerate the rise in farm productivity and output. 
The earlier premise that institutional reform is one 
of the important ‘conditioning’ factors for accelerat¬ 
ing agricultural development has now proved wrong. 
Millions of rupees invested on land reform measures 
did not bring much dividend to the public exchequer. 
This left very little investible ftmds to be allocate in 
the ‘conditioning’ factors needed to realize the 
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potential that exists for low cost expansion of ag* 
ricultural output based mainly on increased technical 
efficiency. 

Basis for New Policy 

Therefore, under the new strategy of agricultural 
development, attention will have to be paid on con¬ 
ditions that may readily influence the agricultural 
production. The new policy must be based on the 
following assumptions: (n) there is not going to be 
significant structural transformation between agri¬ 
cultural and other sectors of the economy; (h) the 
scope for absorbing the relative surplus of labour 
from agriculture into non-agricultural sectors is going 
to be very limited; (c) population will continue 
increasing at a faster rate; (</) the demand for farm 
products will go on increasing; and (e) there will 
be decrease in the amount of foodgrains imported 
from foreign countries. On the basis of these assump¬ 
tions, the immediate priority in planning should be 
given to the development of agriculture by way of 
increasing the technical efficiency. The most impor¬ 
tant ‘conditioning’ factor for enhancing technical 
efficiency is the provision of a few major technologi¬ 
cal inputs, i.c. irrigation water, fertilizer, seeds etc., 
to all groups of cultivators on a stable basis. This 
would help in increasing the technical complemen¬ 
tarity of land and labour which are already committ¬ 
ed to agriculture. With the availability of these 
factors there would be an automatic change in factor 
proportions as well as in enterprise combinations 
and the scope would be wider to adopt other technolo¬ 
gical innovations simultaneously. This would lead 
to labour intensive and capital saving agricultural 
economy where the maximum amount of existing 
surplus labour will be productively employed. 

Past experience has made it very clear that ag¬ 
ricultural growth rate slowed down primarily in those 
States where the basic structure of agriculture was 
already loo weak and the government had not taken 
adequate measures to create a strong production base. 
The ‘conditioning’ factors for agricultural develop¬ 
ment were completely missing. In a planned eco¬ 
nomy it is the major responsibility of the national 
government to determine the “conditioning’ factors 
by various policy measures. It is, of course, true 
that agricultural productivity depends greatly on the 
level of skills and the efforts put forth by individual 
cultivators, upon the production incentive they face, 
and upon their responsiveness to market indicators 
of relative prices for products sold and factor inputs 
purchased. But these later variables become active 
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determinants of agricultural productivity only when 
the major ‘conditioning* factors are already preval¬ 
ent in the agricultural economy. The simple case, 
in illustration, is that of ‘price*. A large number of 
economists in India had the conviction that the 
price policy is the key determinant to bring about 
desired technological revolution. But the question 
can be raised as to why even in spite of favourable 
prices received by the Indian cultivators during the 
last IS years, adequate investment could not take 
place. This suggests that at this stage of agricultural 
development, price is not the major ‘conditioning’ 
factor for agricultural growth. Its role is supple¬ 
mentary to several other policy measures. 

The Conditioning Factors 

Therefore, the immediate task should now be to 
create strong production base with the help of ‘con¬ 


ditioning* factors. Among the ‘conditioninn’ factore, 
priority should be given to irrigation water, ferti¬ 
lizer and improved seeds. These inputs have to be 
provided at heavily subsidized rates and on a por- 
raanent basis. The returns on these investments 
would be immediate and much higher than to 
investments on other agricultural devdopment prog¬ 
rammes. Once the production base is strengthened, 
it would be much easier for the government to 
adopt policy measures (including price policy) 
which would have direct bearings on the programme 
for accelerating agricultural growth. Having d^one 
so, the risk and uncertainty in the decision making 
process of the cultivators would be minimized to a 
greater extent and they would make the maximum 
efforts to exploit the given opportunities. Indian 
farmers are as eager as farmers in other parts of the 
world to increase their real income, provided favou¬ 
rable opportunities are given to them. 


INFLATION AND RECESSION 
(Continued from page 28) 


poverty and a bout between capitalism and socialism. 
The question here is of India marching in the right 
direction and with all limbs growing in proportion 
and intact. It certainly needs to be appreciated that 
“a low growth rate, inflation and recession are 
inter-related and mutually reinforcing forces, they 
mark a critical failure in the economy’s balancing 
mechanism”.^® Thus, it appears that controversies 
ranging from freeze on wages and incomes and 
disincentive taxation to undue expansion of pubhe 
sector are neither enlightened nor fruitful from the 
standpoint of longterm considerations. The basic 
lacuna is the absence of balanced growth. It is, 
therefore, unfair and unnecessary to make any parti¬ 
cular section of the community the scapegoat in the 
framing of remedial policies. The authorities and 
partners in the situation must address themselves to 
the restoration of normalcy without stagnation by 
seeking a coordinated development of heavy and 
basic industries, defence production, manufactures and 
agriculture. 


Summing up 

It should be no shocking revelation if it is suggest¬ 
ed that most of the confusion and contradictions on 
the Indian economic scene have their roots in the 
internal economic structure whose edifice needs a 
considerable demolition so that harmonious and ro¬ 
bust structure take its place. The inter-state and inter¬ 
regional disparities, the gulf between the village and 
the city, gaps between the fabulously rich and the 
abjectly poor, the divergence of motivation as bet¬ 
ween the state and the private entrepreneur and the 
severance between the intellectual and the common- 
man are points of cleavage that should be the nation’s 
immediate concern. This might require multipronged 
action at the social, political and economic levds Of 
which, with honest preparation, the Indian peolpe 
should not be found ultimately wanting. 


16. Eeortomie <md PolMeat Weekly, July 22, 1967, p. 1305. 
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Gleanings from the press 


PARTY AND GOVERNMENT 

As THE new chief of the Congress Mr. Nijalingappa is 
naturally critical of the performance of the non* 
Congress governments, reflecting the ‘offensive’ stage 
of Hyderabad. But in this limited experiment there 
is a healthy change in perspectives. All along, the 
idea of coalition governments has been an anathema 
for the Congress. Mr. Nijalingappa, even while 
suggesting that the United Front governments are no 
“rational alternatives” to Congress governments, now 
concedes that coalition governments are workable. 
The pre-requisite is that there should be a single 
majority party to form a ‘stable or at least a mean¬ 
ingful well-knit coalition” of a limited number of 
political parties with common programmes. Arc 
we now moving in a direction that is more conducive 
to the concept of a federal policy? By a process of 
trial and error, it may be possible that like-minded 
parties as may coalesce or at least come closer in 
alignment leading to the emergence of viable parties, 
which can form well-knit coalitions. There is also 
another aspect which deserves to be kept in view. 
Even in spite of the militant postures often adopted 
by some of the opposition parties, the sharing of power 
in Government in some of the States has resulted in 
instilling a measure of responsibility and sense of 
moderation in them. In due course of time, this is 
bound to have its impact on the functioning of the 
parties at the all India level. 

A code of conduct should be evolved—the Con¬ 
gress should here take the inii^ative which should find 
acceptance by the opposition parties. Mr. Nijalinga¬ 
ppa has an advantage in that he is not only a veteran 
Congressman and an able administrator but he also 
enjoys the confidence of the Prime Minister. It would 
inde^ be a pity if the present opportunity provided 
by the close relationship of the party chief and the 
Prime Minister is not fully utilised to solve the 
long delayed economic and social problems of this 
coimtry. 

The Economic Times, January 19, 1968. 
FOrugry U JS68 


THE SHEIKH AND REASON 

The Sheikh says he should be allowed to love Pakistan 
as much as India, and he wants Indians to do likci 
wise. He is, of course,free to love as he wishes but 
this equation of India with Pakistan seems to fly 
against reason. 

As for himself and for Kashmir, he admits that 
Pakistan did not wait for any solution but came into 
Kashmir “sword in one hand the Koran in the other” 
(as he says) when India was nowhere near Kashmir. 
He also says that all his attempts to talk to Pakistan 
later were rudely rebuffed. He recalls that, at Security 
Council meetings, he wanted to sound out views but 
the Pakistani delegation treated him as a “pariah”. The 
Sheikh says he is a person with a secular outlook. If 
so, he cannot be unaware of Pakistan’s record in the 
treatment of minorities. Originally, he says, Kash¬ 
mir came willingly to India because it was a progressive 
and democratic country. Indian Democracy may have 
exhibited many blemishes but he cannot be unaware of 
its showing as against democracy in Pakistan. Indian 
foreign policy has many weaknesses, too, but Sheikh 
Abdullah cannot be so blind as not to have noticed 
the zig zagging opportunism of Pakistani foreign 
policy which has cynically ignored the security and 
the economic development of the sub-continent. 

For many years Sheikh Abdullah has been accept¬ 
ed in the gallery of Indian leaders, but that also 
implies responsibility. He still maintains that he was 
right to meet Mr. Chou En-lai in Algiers. 

The Sheikh may feel bound by no special obliga- 
gations to India, but even if he divides his obligations 
equally between Pakistan and India, should he not 
sedulously avoid treating with enemies of either 
country. 

To accept equality with Pakistan—after two 
attacks in 20 years and the crossing over of eight 
million refugees is a bit too much. Sheikh Abdullah 
talks about the Kashmiris having suffered for Kashmir. 
So have thousands of others, from all corners of India. 
They have fought and died to protect Kashmir twice 
and India is proud of them. 
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Tf the Sheikh really thinks that, with all its wars 
and blemishes, the Indian record and the Indian 
tradition of dissent is of the same order as Pakistan's 
then he must be a very insensitive man, and he must, 
in that case, also be unaware of the lasting damage 
that he can do to Indian secularism, liberalism and 
dissent. 

CHANCHAL SARKAR 

The Hindustan Times, January 19,1968. 


PARALYSIS IN U.P. 

Obviousi V the fund of popular goodwill with which 
the SVD had started has been completely dissipated 
during the short period it has been in oflice. What¬ 
ever else one might say of the Hyderabad resolution 
of the Congress, its criticism of the United Front 
Governments is not without substance. In UP 
particularly, the failures of the SVD Government in 
almost all sphere: of administration have been all too 
obvious. 

Based on all-in anli-Congressism, the SVD has 
been consistent only in its polity of keeping the 
Congress out. Its ’‘minimum prt)gramme’, containing 
a number of extravagant items, has remained largely 
unimpicmented. .\s Mr. Charan Singh has been 
pointing out all along, the programme is not practic¬ 
able in its entirety. Not all the parties in the coali¬ 
tion are equally sincere sabout it, although they have 
not been as forthright in demanding its revision as 
Mr. Charan Singh. A cabinet consisting of such 
desparate elements could hardly be expected to work 
as a team and ensure efficient administration. 

Admini.strativcly. the State can truly be said to 
have reached the nadir under the SVD Government. 
It is futile to talk of development that is almost 
paralysed. 

The Indian Express, January 23, 1968. 


INNER CONTRADICTIONS 

Since the end of the second phase of their movement 
against the Government, the United Front leaders in 
West Bengal have had ample time for reflecting deeply 
on their objectivc.s and the means they should adopt 
to attain them. The results, if they are to be judged 
by the latest utterances of Mr. Jyoti Basu, would only 
conflrm the suspicion, which is shared by many, that 


the Communists’ allegiance to the parliamentary 
system is only a matter of temporary expediency, and 
they would be ready to forsake it when it is no longer 
advantageous. 

Mr. Basu's declaration of the U.F.’s determination 
to ‘interpret the constitutional propriety of the 
Governor’s action’ on the streets and in schools and 
colleges, khets and khamars shows that he and his 
colleagues arc determined to avoid the only place 
where it could be conclusively and unambiguously 
interpreted, the Assembly. It is also inconsistent 
with Mr. Basu’s demand for midterm elections. What 
purpose would a new round of elections serve, and 
what justification can Mr. Basu offer for it, when he 
and his parly are attempting .so flagrantly to obstruct 
and stultify the Assembly elected by the people last 
year? 

The pronouncements of the Speaker are no less 
riddled with inner contradictions. He claimed ... 
that he was anxious to see the Assembly function 
normally, but he indicated no willingness on his part 
to remove the deadlock which be himself created. 
Whatever the merits of his opinion regarding the lega¬ 
lity of the dismissal of the U.F. Government, and it is 
questioned by many, it should have been clear to him 
that he is arrogating to himself powers which belong 
to the Assembly; far from allowing the Assembly to 
function normally when it met, he prevented it from 
expressing an opinion on a major political issue that 
lay before it. He claims he desires a legal settlement of 
the issues raised by him regarding the dismissal of the 
U.F. Government. But the manner of his raising 
them is itself open to question. Instead of recom¬ 
mending President’s rule at this stage, he should call 
off his own quite irregular ruling and let the Assembly 
show whether it can or cannot furnish a stable majority 
for a Government. Only then can the question of 
President’s rule or of midterm elections arise in the 
manner envisaged in the Constitution. In the mean¬ 
time he should advise those in the U. F. with whom 
he may have influence to desist from starting the third 
phase of their movement on Republic Day. Those 
who have chosen this date for an agitation, in the 
streets have given no particular reason for doing so. 
When political vendetta and party spite can go to the 
length of marring the spirit of a national day which is 
observed to commemorate the Constitution, those 
who invoke the liberaties and rights which the Consti¬ 
tution confers on the people may lose the moral right 
to do so. 

The Statesman, January 22, 1968. 
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Foreign Collaboration in Indian Industry, P.K. 
Srivastava, 1967. Shiva Lai Agarwal and Company. 
Agra, Rs. 15. 

Of late, foreign collaboration in Indian 
Industry has been the subject of a number of 
studies by research scholars. There arc various 
reasons for this. Collaboration of different kinds in 
a fast developing economy is generally considered to 
be essential to bridge the technological gap between 
the developed and developing nations. During the 
era of economic planning in India, foreign collabora¬ 
tion has been highlighted in the prc-^s and public 
discussion a number of times. 

Dr. Srivastava has studied this question with 
particular respect to the type of collaboration and the 
various official policies guiding such collaborations. 
The book is in three parts. Part I deals with a various 
general questions of collaboration such as the types 
of collaboration agreements, financial and technical 
collaboration, Government’s policies towards colla¬ 
boration, and the political, economic and social and 
other factors affecting industrial collaboration in 
different ways. Part 11 relates to a consideration of 
the rules and regulations regarding industrial licensing 
and formation of joint ventures, with specific reference 
to capital issues, foreign exchange regulations, 
approval of terms of foreign collaboration, issue of 
shares to non-residents, particulars required to be 
furnished for entering into technical collaboration 
agreements involving payment of royalties, service 
charges, etc., institutions granting foreign exchange 
loans and rupee loans to foreign collaborated enter¬ 
prises and suggestions to Indian collaborators regarding 
negotiation with foreign collaborators. The con¬ 
cluding part of the book gives a countrywise list of 
foreign collaboration agreement approved by the 
Government of India. 

The author has thus held out a fairly intimate 
picture of the foreign collaboration agreements and 
the different questions involved in such collaboration. 
He has not gone into the historical aspects of foreign 
collaboration which most other authors have dealt 
with. This has enabled him to spotlight on an area 
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inadequately covered by most others. The book is 
admittedly addres.scd to the Indian and foreign 
collaborators and those industrialists who desire colla¬ 
boration. From this point of \iew', the book lives 
up to the expectation. 

P. ClIATTERJEE 


From the Babul Tree ; Story of Indian Labour, 
G. Ramaiuijam, Indian National Trade Union 
Congress. New Delhi, pp. 252. Rs. 15. 

Tins is the story of the trade union movement in India 
- the story is chronologically and simply told with 
unmistakable appreciation of the work and achieve¬ 
ments of the Indian National Trade Union Congress. 
Mr. Ramanujam. being associated with it from its 
founding session in 1947, traces the organised efforts 
of the workers in India to have justice due to them from 
1881, the year when the first Factories Act was passed. 
Soon the workers found their greatest champion in 
Mahatma Gandhi who had returned to India in 1915 
from South Africa where he had begun his work, in the 
labour field, among the indentured workers. 

On the centre of the national scene at the beginning 
of the present century was the struggle for indepen¬ 
dence and it is no accident that those who were at the 
front of the array were tho.se who got engaged in or¬ 
ganising the workers and trying to ameliorate their lot. 
When in 1920 the All India Trade Union Congress 
was formed, its first President was the then President 
of the Indian National Congress—Lala Lajpat Rai. 
Strikes and agitations developed also as part of the 
national movement during the Gandhian era. The 
nation launched on a mass civil disobedience move¬ 
ment under the leadership of Mahatma Gandhi and 
though by now the communist influence had infiltra¬ 
ted into the workers’ unions, the differences in polil 
ical ideologies gave way to the great upsurge of patrio¬ 
tism and nationalism of the Quit India Movement. 
The Hindustan Mazdoor Sevak Sangh was formed in 
1938 as an offshoot of Gandhi Seva Sangh for 
training labour and assisting them to find suitable 
fields of work and the nation’s top leaders were asso- 
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dated with it. So, early in 1947 when the AITUC 
leadership was captured by the communists, the 
Hindustan Mazdoor Sevak Sangh was in a position 
to form a separate union as the Indian National 
Trade Union Congress. 

In describing the activities and progress of the 
Indian National Trade Union Congress from 1947 
to the present day, the author has incorporated into 
the study the world events—the Suez Crisis; occu¬ 
pation of Tibet by China and also the assassination of 
President John F. Kennedy. 

The historian’s job is not only to tell a story but also 
to ask and answer questions and so one cannot but 
have a feeling of disappointment after reading Mr. 
Raraanujam's book, for it isjust a narration of disputes, 
commissions and acts and not illuminating enough for 
the reader to get an idea of industrial relations. 




S. M. Madden 


CONTRIBUTING TO NATION*8 
PROGRESS 


After achieving independence India is ntarching 
ahead with national development projects. The 
Five-Year Plans are further steps forward towards 
building up a newer and better India. Private sector 
should contribute towards the fulfilment of the 
ambitious plans. 

We, on our little part, are always striving to 
serve our country by manufacturing the following:— 

Pharmaceuticab—Drugs and Galenicals, Medicinal 
Specialities, Injectables. 

Chemicals—Heavy, Fine and Technical. 

Laboratory Reagents 

Soaps & Cosmetics—viz Margo Soap, Neem Tooth 
Paste, etc. 

Essential Oils & Aromatic Chemicals 
Disinfectants & AntiwpHcs 


THE CALCUTTA CHEMICAL 
CO., LTD. 


Head Office : 

35, PANDITTA ROAD, CALCUTTA-29 


VISIT BIHAR 

THE LAND OF ENLIGHTENMENT 

See the remains of the royal city of Patallpntra and the international University of Nalanda, the cyclopean 
Walls of Rajgir, the mansoleum of Shershah at Sasaram, the Asokan pfUars at Vaisali, Areraj and Lanria- 
nandangarh, the Urtbplace of Lord Mahavira at Vaisali, the ancient temples at Bodhgaya, Deogbar, 
Parasnatb, and the Sikh Gumdwara in Patna City. 

Enjoy the hot-springs at Rajgir, the scenic beauties of Chotanagpur, including attractive waterfalls, virgin 
forests and verdant hillocks, the sunrise and sunset scenes at Netarhat and the wild life in the National 
Parks Hazaribagb and Palaman. 

Avail of the conducted tourist luxury coach service at Patna, on every Sunday for local sight seeing Rs.. 
2/- per head. A 5-seated Tourist Car is also available at Patna 31 nP per kilometre. 

Directorate of Tourism 
Govenment of Bihar, Patna*! 
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The Boatman 
of Padma 

Rher Padma lay wrapped in 
darkness. Oar in hand, the boau 
mm looked around. Nothing 
was visible, not even the sorawling 
trees nearby. It was a long way 
to that- village where he hoped to 
sell his goods at the fair the 
next morning. So he untied his 
boat,'and pushed off. He rowed 
md rowe^ow long he did not 
know. So engrossed was he in 
planning his tratisactions and 
counting his profits that he did 
not even feet the weariness of 
rowing. 

At last the dawn peered dtrough 
die dbiant trees. **Now the fair 
must be in sight,** he thought. 
And looked around. What I The 



Oar couati^ today is in a similar situatloa. 
After 20 years of hard and earnest efforts to 
Improve the standard of living of our people, 
we have mrt gone far from where we started, 
though, of course, in certain areas we have 
moved a long way. Take food production, for 
Instance. It has gone up by 17 million tons 
during the 14 years from 1951 to 1965 but the 
amount of fo^ available for each person 
decreased by 0*4 oz. What about employment 
opportunities ? Educational facilities ? In these 
and several otiter devclopncnt areas, our efforts 
have been nullified by t!ie rapid rate of the 
growth of population. We add to cur population 
more than 13 million people every year. Isn't 
it a formidable problem for any country to 
tackle ? 
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The second UNCTAD which is carrying on its deliberations in 
Delhi is an event of far-reaching world significance. It opens 
out a whole new world of thought and action, in especially, the 
economic field. It is the economic issues which have been 
uppermost in the minds of countries which have newly gained 
their freedom. There were of course, othei problems and 
anxieties but these were in effect a diversion from the basic task 
of economic development on which hinged every other type of 
progress. 

The underdeveloped countries form two-thirds of the world 
population. The developed part grew in the last two or three 
centuries in certain especially advantageous conditions. Also 
the growth, however rapid, when compared with earlier ages, 
was a gradual process. Between the earliest beginnings of what 
is called the industrial revolution and the current phase there 
yawns a century and a half if not more. The newly freed count¬ 
ries dare not take this length of time in order to achieve the 
stage of growth which developed countries have attained today. 
What took a century to accomplish has now to be accomplished 
in a decade or so. Slow, leisurely or highly uneven growth is 
completely out of character with the times in which we are living. 
We have to develop fast or we face a series of catastrophes. These 
catastrophes may engulf not only the undeveloped countries but 
also the developed ones in ways which only the far-sighted among 
us can sec. 

The kind of world we are living in and the forces for growth, 
unity, and interdependence it is releasing are making it more 
and more plain, with every passing year, that ali the countries, 
both developed and undeveloped must unite their talent, energies 
and resources in order to solve what arc essentially world prob¬ 
lems. If peace is indivisible so is progress and growth. It 
is basically this view of things which has brought into being the 
institution of UNCTAD. 

The first conference in Geneva indicated in broad terms the 
groups of tasks which face the world of today in its struggle to 
raise two-thirds of humanity to a level of living which is not far 
below that enjoyed by the fortunate one-third of the world’s 
population. From a bare enumeration of the tasks it looked as 
though all the help and all the concessions came from one-third 
leaving the two-third a passive recipient of all this help and 
generosity. This is far from the actual truth. Development 
for the teeming millions in underdeveloped countries is a diff¬ 
icult and arduous process. The main burden has to be carried 
by them but the help they need in the technical and financial 



fields is of crucial importance. With all its crucial 
importance the help is no oppressive burden to the 
economically advanced countries. It represents no 
more than one or two per cent of the total wealth 
they produce from year to year. Today, this help is 
appreciably less than one per cent of the gross national 
product of these countries. Looked at in this perspec¬ 
tive how pitiful is the help and yet how dispropor¬ 
tionate is the noise made about it. 

Financial aid or the technical aid which it brings 
has its serious limitations in many ways. What is 
called aid is mostly credit which has to be paid back, 
principal as well as interest, not in some distant future 
but right now in ten years or fifteen years in most 
cases. This aid is then tied to projects or currencies 
of countries from which it comes. The recipient 
of aid has to pay for the goods it buys, a price higher 
than would be the case if it were free to buy in any 
part of the world. 

All this make the aid a very doubtful proposition. 
Us insufficient quantifies apart, its very nature 
requires a new analysis. 

The undeveloped countries have also found that 
it is not easy to increase exports which alone can 
yield the foreign exchange with which the foreign 
debt can be redeemed. But such is the trade pattern 
of the world that here also the developed countries 
have a number of advantages. The prices of com¬ 
modities or raw materials in which at the moment the 
undeveloped part of the world specialises arc subject 
to violent fluctuations, more on the downward 
side than otherwise. New synthetic products also 
increase their difficulties. This whole aid business, 
therefore, unless it is closely linked up with necessary 
changes in the trade pattern, can put the aid receiving 
countries in some very awkward situations. Both 
the current patterns of aid and trade need a close look 
in the light of some common objectives we all, the 
developed as welfas the undeveloped countries, cherish. 
All this is spelt out in the Algiers Charter and is in 
process of being spelt out in more concrete detail 
at the current UNCTAD. 

It is just as well that both our Prime Minister, 
Smt. Indira Gandhi and two distinguished pubic- 
men, Mr. U. Thant and Mr. George Woods focussed 
attention on some wider aspects of the group of ques¬ 
tions to which UNCTAD is engaged in finding an 
answer. This has its deep moral and political implica¬ 


tions. The undeveloped countries have a hard 
job to do. To this they have to bring all the moral 
and intellectual gifts they possess, all their political 
acumen and the qualities of hard work and mutual 
cooperation. The developed countries, however, 
have to remember the formidable handicaps with 
which the newly freed countries arc burdened. The 
latter have to build a whole new social and economic 
system and that too in a short span of time. Democ¬ 
racy in any recently emancipated country is not 
just a political system but is also an economic and 
social revolution. A peaceful revolutionary uphcavcl 
is a new and difficult experience. It is full of ex¬ 
plosive possibilities. The work of the UNCTAD 
has, therefore, to be seen in a wider perspective. It 
has been rightly said that the very peace of the world 
is bound up with economic growth in some eighty 
countries of the world which have yet to modernise 
their economics. If world peace is disturbed the 
consequences will have to be borne by all alike, the 
developed as well as the undeveloped countries. Des¬ 
truction w'rought in the former might be far greater 
than the suffering that might befall the latter. All 
parts of the world are so closely knit together that it 
is no longer possible for the affluent countries to 
enjoy their affluence in peace or in isolation. The 
affluence also is achieved and sought to be perpetuated 
in ways which clearly establish the interdependence 
of rich and poor countries. A disturbing pheno¬ 
menon in this age of interdependence is the widening 
of gap between the affluent and non-affluent countries. 
The Chairman of the World Bank had said in his 
addrc.ss that the gross national product of the devel¬ 
oped countries was likely to be four times as much 
by the end of this century. This would widen the 
gap still more menacingly unless speedy and effective 
steps arc taken to step up the rate of growth in some 
eighty countries of the world in a multitude of ways. 
It is this which the UNCTAD in Delhi is engaged in 
doing. It is not just a theoretical exercise. We 
have reasons to hope that it will press into service 
economic statesmanship pf a high order in order to 
arrive at a series of practical decisions on most of the 
difficult issues facing it. 
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UNCTAD—II: A New Global Strategy 
for Economic Development 

R. S. Arora 


NbVER before in the history of mankind have so many 
millions been so conscious of the substandard condi* 

I ions of their life as today. A revolution in the means 
of communication and transportation has rendered 
obsolete the geographical separation of hemispheres. 

It has brought the rich and the poor face to face to 
have a closer look at each other. This contact has 
made comparisons inevitable, and in the result, poverty 
of the two-thirds of the human race has become the 
theme of many arts and sciences. The poor man 
declines to accept the status quo and resolves to catch 
up with the development attained by the rich. The 
leaders of “have-not” nations remain positive that 
their alliance*with ideological and military blocks could 
not bring a jot of difference to the economic conditions 
t)f the people they represent. Hence nations, one 
after another, which have gained political sovereignty 
since the Second War preferred to follow the way 
adopted by India: to remain “non-aligned”. They 
consider the policy of “non-alignemcnt” as an essential 
prerequisite for the strategy of the fight inside their own 
countries for the economic uplift of their peoples. 

Growing Desire for Coordination among Under- 
DEVEI.OPED Countries 

There is a growing feeling among underdeveloped 
nations that they must first and foremost mobilize 
their own resources and national energies and coordi¬ 
nate them so as to be able to pursue a planned course 
of economic development. However, they need foreign 
assistance to act as a lever which activates the potential 
factors of production, awakens the dormant energies 
and sets them to motion. Though many of the new 
policies demanded by the underdeveloped countries 
appear to be in conflict with the traditional principles 

Dr.R.S. Atom is Research Scholar, Indian Institute of 
Public Administration, New Delhi. 


and presumptions of international economic setup, 
there arc precedents for the application of similar 
policies more often in the history than might appear 
at first thought. Historically it is true that in nearly 
all industrialised countries, the lirst phases of indus¬ 
trialization have been generally assisted by foreign 
capital and know-how. 

Actually, according to economic principles capital 
should flow from areas where it is abundant to areas 
where it is scarce, since the rate of return is presumbaly 
higher in the latter. But, in the practical world we 
live in, capital docs no readily flow from rich to poor 
countries. In the advanced countries technological 
progress, mass consumer markets, heavy governmental 
expenditure and variety of ofiicial controls over the 
money market all limit the supply of local capital 
available for export. Consequently, the flow of private 
capital is small. The developing nations have been 
canvassing for an adequate transfer of productive 
resources from the richer to the poorer countries in 
order to foster economic development. 

Growing ]ntervi>’tion by Developed Coi ntfies 

Experience shows that the developed nations have 
not yet fully recognised an obligation to assist and facil¬ 
itate the economic development of the less developed 
countries. The economic aid of the big powers to the 
developing countries has been very limited. It has 
been directly political and the most cflectivc motiva¬ 
tion for providing aid has been the providers’ desire 
to attach the recipients to themselves, or to detach 
them from rival powers. Some of this motive power 
has been lost with the easing of the cold war between 
the super-powers. Obviously such a limited contribu¬ 
tion of aid could scarcely have a catalytic effect on 
underdeveloped economics. 

It is also observed that the administration of aid 
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given directly by one country to another places offi¬ 
cials of the donor country in the recipient country in 
a rich-man/ poor-man relationship that is scarcely 
conducive to mutual respect and political amity. In 
a recent conference organised by the Overseas Develop¬ 
ment Institute, London, the effectiveness of interna¬ 
tional aid as an instrument for promoting economic 
development was discussed by aid administrators and 
others from Britain, the United States, France, West 
Germany and some of the international institutions. 
The main topic was the extent to which interference by 
donor countries in the domestic affairs of recipients 
is permissible or desirable in “the interests of efficient 
aid administration". Although the conference was 
an entirely unofficial affair, distinctively national 
points of view on this question emerged from the 
participants. Apart from the Germans, all others 
thought that donors should be ready to intervene when¬ 
ever it seems that the full potential of aid is being 
reduced by the recipient’s incompetence. The Ame¬ 
ricans particularly held that all international aid—as 
opposed to straight commercial credits—is a form of 
intervention, and that, this being the case, one had 
better try to intervene as effectively as possible. It 
was substantially held that the relationship created by 
aid-giving brings with it an involvement in a recipient's 
politick and economic affairs which has generated a 
new interest in the possibilities of obtaining external 
resources through trade rather than aid. Moreover, 
the onerous terms of international loans are creating a 
situation in which all aid will be required to service 
previous loans. 

Falling World Prices of Primary Products 

It is also noticed that the underdeveloped coun¬ 
tries have lost through falling world prices of primary 
products, far more than they have ever gain^ from 
international assistance. It is estimated that a fall of 
5 per cent in the prices of raw materials in a certain 
year is equivalent to all the assistance received by the 
underdeveloped countries in ten years. Therefore, 
those developing countries that have achieved suffi¬ 
cient progress to be capable of exporting industrial 
products and are anxious to expand such exports as 
a means of earning external resources have become 
aware that the developed countries, while broadly 
maintaining an image of humanitarianism, actually 
place serious obstacles, both tarriff and non-tariff 
barriers, in the way of such export expansion. The 
strategy of the developed countries has led to a 
renewed double-pronged effort by the less developed 
countries, acting in greater unison than hitherto, aimed 
at securing more direct foreign assistance in the form 


of loans and grants, and as a newer element, indirect 
aid in the form of various trade measures. 

Underdeveloped Countries Attempt to Remove 
Obstacles 

The movement in this direction, now well under 
way, maybe said to have begun officially in 1958. An 
important investigation commissioned by GATT, the 
“Haberler Report” {Trends in International Trade, 
A Report by a Panel of Experts, Geneva: General 
Agreement on Tariffs and Trade, 1958) revealed the 
failure of the exports of less developed countries to 
grow as rapidly as those of the developed countries and 
assigned an important part of the cause to tariffs and 
other barriers created by the developed countries 
against imports of products in which the less developed 
countries had a particular exporting interest. In 
consequence, the problem of expanding the exports of 
less developed countries was assigned an important 
place in the programme for trade expansion inaugura¬ 
ted in 1958, one of three committees being assigned to 
it. The commitee made a commodity-by-commodity 
study of products important to the less developed 
countries, indentifying barriers to trade and making 
recommendations about them; pressure was sub.se- 
quently brought to bear (with limited success) on mem¬ 
bers to implement the recommendations. This sti iiggle 
resulted in the 1961 Declaration on Promotion of the 
Trade of less Developed Countries and subsequently 
in the 196‘i-Programme of Action. 

In September 1961, the final declaration of the Bel¬ 
grade Conference of Non-aligned countries emphasi¬ 
sed : (a) that the United Nations should be the most 
effective means for the chanelling and administration 
of economic and technical aid programmes free from 
their attendant dangers; and, (6) that terms of trade 
for the economically less developed countries must 
be just. The Conference invited all the countries 
concerned to consider to convene as soon as 
possible an international conference to discuss 
their common economic problems. This led to 
an Economic Conference of 31-developing countries 
held in Cairo in July 1962. This was the first 
Afro-Asian conference devoted exclusively to the 
economic agenda. The conference definitely helped 
to make the developing countries conscious of 
the need for, and the magnitude of the collective 
efforts required to deal with the problems. 

UNCTAD—I 

The developing countries continued their pressure 
in the United Nations for a better deal. This cul¬ 
minated in the first United Nations Conference on 
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Trade and Development which met in Geneva in the 
spring of 1964, DNCTAD—1 was the fargest and most 
wide-ranging international economic conference ever 
held, involving more than 2,000 delegates from 120 
countries and the Vatican. During a three-month 
seminar, existing policies, objectives, and institutional 
arrangements were subjected to severe criticism by 
representatives of the less developed countries. In 
contrast to the unity of 77 developing countries the 
developed countries, particularly the western repre¬ 
sentatives, were divided among themselves and ill- 
prepared for the encounter w'ith the united group. 
The United States and the United Kingdom were found 
more uncompromisingly hostile to the new ideas put 
forward by the less developed countries. The mani¬ 
fold resolutions and recommendations of the Con¬ 
ference were embodied in its document called; '‘'Final 
Act of the United Nations Conference on Trade and 
Development” (United Nations, E/Conf. 46,L. 28, 
June, 16, 1964). This contained inter alia fifteen gen¬ 
eral and thirteen special principles to govern interna¬ 
tional trade relations and trade policies conducive to 
development. As a consequence of conciliation, these 
had been considerably watered down by comparison 
with what the developing nations had originally 
proposed: uevcriheless, many of them were 
unacceptable to one or more developed countries. In 
the western world it was held that these principles 
were passed despite the opposition of some countries, 
mainly the United States and Britain, by the “force 
majeure” of the less developed countries often support¬ 
ed by the votes of the communist bloc. 

From the point of view of developing couniries. 
UNCTAD—I was obviously a limited success. In the 
final analysis it could only impress upon the rich 
countries with the reality of the problems confronting 
the poor countries and the necessity of doing something 
about it. In a recent statement U Thant, Secretary- 
General of the United Nations deplored the slow rate 
of progress on virtually every recommendation of the 
first UNCTAD conference, even those adopted 
unanimously, 

Preparaiory Steps 

The Trade and Development Board of UNCTAD, 
at its fifth session, held in Geneva from August 15 to 
Septembr 9, 1967, recommended an agenda for the 
second United Nations Conference on Trade and 
Development which reflects the unanimous desire to 
place the work of the Conference on a firm foundation. 
At its four-week session, the Board: 

(i) reviewed the reports of its four main 
committees; 


{if) established a calendar of UNCTAD meetings; 
and 

(Hi) adopted two resolutions: (o) on a common and 
concerted policy in the commodity field: 
and , (h) expressing the gravest concern over 
the exhaustion of the fund available to IDA. 

The Board made a number of recommendations on 
the orgnisalion of the ^second conference. The 
Bureau of the Conference shall consist of 34 members 
elected according to the criterion of geographical 
distribution as that followed at (he first conference, on 
the understanding that the President should be from 
the host country. Five main committees should be 
established to deal respectively with commodities, 
manufactures, finance, shipping, and trends and prob¬ 
lems in world trade and development. There shall 
be one single general debate, under a separate agenda 
item providing for general statements by heads of 
delegations. The UNCTAD budget for 1967 was 
$ 7,407,000 including $ 295,500 for preparations for 
the New Delhi Round. The UNCTAD budget pro¬ 
posed for 1968 is ^9,743,000 including Jg 2,019,CCO for 
the second conference; this includes the cxlia cost of 
holding the Conference in New Delhi which will be 
reimbursed by the Government of India. 


Muted Hoprs 

However, hopes with icgard to the second full- 
session of the United Nations Conference on Trade 
and Development have (o he somewhat muted, be¬ 
cause of memories of what happned the first time. It 
is quite possible that this time leaders prepresenting 
some of the western countries may adopt an apologetic 
attitude since their own ceconomics are in bad shape. 
Yet what is giving grounds for some encouragement is 
that within the U.S. Government, there has been a 
searching examination of a variety of policies, some of 
which would scarcely have been considered a tew years 
ago. Many western strategists believe that after the 
confrontation in Geneva in 1964, the United States 
cannot persist in maintaining a predominantly negative 
stance. In purely political terms it, has suffered a 
serious defeat from the less developed countries’ 
groups, and has, moreover, been revealed to be par¬ 
tially isolated from the other developed countries. If 
it is to maintain its influence among the less developed 
countries the United States must regain the policitcal 
initiative. Let us hope for a global strategy for devel¬ 
opment and international economic cooperation to 
emerge from the New Delhi Round. 
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Status and Powers 


Dalip Singh 


IS THE Governor an agent of the central 
Government? 

At present, a lot of criticism is being levied in certain 
quarters that the Governors are being misused by the 
Central Government and that they arc simply acting 
as agents of the Central Government. During the 
debates of the Constituent Assembly a fear was also 
expressed that the Governor being appointed by the 
President may be used as an instrument of the Central 
Government. -Mr. T.T. Krishnamachari repudiated 
such fears and observed: 

“I W'cujld at once disclaim all ideas, .that we in 
this house want the future Governor to be nomina¬ 
ted by the President to be in any sense an agent of 
the Central Government. 1 would like that point 
to be made very clear, because such an idea finds 
no place in the scheme of Government we envisage 
for the future.”®* 

The Governor has been assigned a special role under 
our Federal Constitution and he has to serve as a link 
between the Union and the State. He is not expected 
to act as an agent of the Central Government or of the 
party controlling the Central Government. He is 
the head of a responsible system of Government func¬ 
tioning in a State and is also required to fulfil certain 
obligations which the Constitution has conferred upon 
him. While acting as such, he is not obliged to act 
on the advice of the State ministry. He would then 
be acting as stipulated in the Constitution. There are 
five such occasions which we may now examine in 
detail: 


Shri Dalip Singh is Professor and Head of the Department 
of Political Science, Punfab Univmity Evening College, 
Jolhmdur. 

28. Cmstltueta Assembly Debates {CA.D.'^VoX. VlII,p.460. 
Fetftuary 15,1968 


(i) A Governor may reserve a bill for the consi¬ 
deration of the President if in the opinion of 
the Governor, the provisions of the bill will 
so derogate from the powers of the High Court 
as to endanger the position which the Court 
is by this Constitution designed to fill;*® 

(//) A Governor has to obtain prior sanction of 
the President in certain matters before 
promulgating ordinances: 

The Governor shall not, without instruc¬ 
tions from the President promulgate any 
such ordinance which requires the pre¬ 
vious sanction of the President for 
introduction; if he would have deemed it 
necessary to reserve a bill containing the 
same provisions for the consideration 
of the President; or containing such pro¬ 
visions which would have been invalid 
unless, having been reserved for the 
consideration of the President.®® 

(Hi) By fur the most important power of the 
Governor is vested under Article 356 of the 
Constitution which empowers him to send a 
report to the President “that a situation has 
arisen in which the Government of the State 
cannot be carried on in accordance with the 
provisions of this Constitution.” During such 
a breakdown of the Constitutional failure of 
a State machinery, the Governor becomes an 
agent of the Central Government and would 
discharge such functions as may be conferred 
on him by the Union Government under the 
said Article. 

(iv) Further where any State has failed to comply 


29. Constitution of India, Act. 200. 

30. Ibid., Art. 213. 
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with or give effect to, any directions given in the 
exercise of the executive power of the Union 
under any of the provision of this Constitu¬ 
tion, it shall be lawful for the President to hold 
that a situation has arisen in which the Govern¬ 
ment of the State cannot be carried on in 
accordance with the provisions of this Consti¬ 
tution.Here the Governor is to see and 
ensure that executive orders of the President 
are complied with and he can use some 
amount of discretion in assessing the situation 
and making a report to the President against 
the advice of a State Ministry. 

(v) Finally, under the Seventh Amendment (1956) 
of the Constitution, special responsibility has 
been conferred upon the Governor of Andhra 
Pradesh for the setting up and proper func¬ 
tioning of Regional Committees of the Legis¬ 
lative Assemblies; and also on the Governors 
of Maharashtra and Gujarat for the esta¬ 
blishment of separate Development Boards 
in certain areas of Maharashtra and Gujarat 
and for allocation of funds for the devel¬ 
opmental expenditure.®^ 

Barring these exceptions, he is not under the control 
of the Central Government and while discharging his 
above functions he is not expected to dance to the tune 
of the Federal Government but as required by the 
provisions of ourConstitution. The observations of the 
Chairman of the Drafting Committee (Dr. Ambcdkar) 
are very pertinent on this “that the Governors may 
reserve certain things in order to give the President an 
opportunity to see that the rules under which the 
Provincial Governments arc supposed to act accord¬ 
ing to the Constitution or in subordination to the 
Central Government arc observed.”®® This makes it 
amply clear that a Governor is not going to be a mere 
figurehead but has a definite role to play under 
our Federal Constitution. 

Power of Appointment of Chief Minister 

The appointment of Chief Minister in a State is in 
the hands of the Governor.®* However, the Consti¬ 
tution has not laid down any procedure for such ap¬ 
pointment and a Chief Minister may be chosen either 
from the Lower House or from the Upper House of 


31. Constitution of India, Article 365. 

32. Ibid. Art. 371. 

33. C.A.D.. Vol. VIII, p, 502. 

34. Constitution of India, Art. 164 (1) 


the State Legislature and the Governor is to see that 
such a person is really a recognised leader of the 
majority party in the Legislative Assembly. If we 
go by the letter of the Constitution, then a Chief 
Minister may not be a member of a State Legislature 
for at least six months and the Governor would be 
required to appoint such a person if he has been 
chosen by the majority party as its leader. But such 
a course by the Governor seems to be inconsistent 
with the essence of a responsible system of Govern¬ 
ment which wc have adopted in our country. Our 
Constitution has specially laid down that the Council 
of Ministers would be collectively responsible to the 
Legislative Assembly®® and a Chief Minister should, 
therefore, preferably come from a chamber to which 
the Ministery has been made responsible. At the same 
time, the Constitution has not placed any bar or restric¬ 
tion on members of the Legislative Council from 
becoming Chief Ministers and there have been several 
precedents in our country.®® The choice of a Chief 
Minister is obvious where a single party commands 
a majority in the Legislative Assembly and it has 
chosen its leader. It would be the constitutional duty 
of the Governor to appoint such a person as the Chief 
Minister. However, a situation may arise, when no 
party commands a majority or when parties arc equally 
balanced in the Legislative Assembly, then a Governor 
would use his di.scretion and is entitled to summon 
such a person whom he thinks is competent to form a 
stable Government in the State. If a Government is 
defeated in the House by an adverse vote or by a 
special vote of no-confidence, it is the duty of the 
Governor to appoint the leader of the Opposition as a 
Chief Minister—which is a well recognized practice 
of a responsible system of Government and is also in 
consonance with the democratic practice that democ¬ 
racy is a government by majority. A situation may 
also emerge when a party commanding majority 
in the House is suddenly reduced into a minority due 
to a split in the party and the defectors may have 
decided cither to form a separate group or may even 
merge with other parties and yet the Chief Minister’s 
party may be the largest single party. In this situa¬ 
tion it is again in the discretion of the Govemeor as 
to whom he should invite for forming a new Govern¬ 
ment. In case, the situation is fluid and the parties 
have failed to come to an agreement among themselves 


35. /Wrf., Art. 164(2) 

36. In Madras C. Rajagopalacbari wu appointed as 
Cbk^ Minister though he was a nominated member of the 
Upper House. Similarly C. B. Qupta and Giani Oununukh 
Sin^ Musafir were appointed as Chief Ministers. 
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and there is no possibility of a stable Government, 
the Governor would under these circumstances order 
the dissolution of the Assembly for fresh elections. 
The Governor as a Head of the State must be above 
suspicion like ‘Caesar’s wife* and be motivated by 
the wellbeing of the people in deciding such intricate 
issues. 

Power of Dismissal of a Ministry and Dissolution 
OF THE Assembly 

In a Parliamentary system of government, no 
government can be dismissed by the Chief Executive 
so long as it commands the confidence of the majority 
in the Legislature and the working of British Govern¬ 
ment provides ample testimony to this general rule. 
In the United Kingdom, no government has been dis¬ 
missed by the sovereign since 1783 although it is still 
maintained that the king has the right to dismiss the 
Ministry if he has the reason to believe that the Govern¬ 
ment is abusing its powers. Nor has the King refused 
dissolution of the House of Commons when asked for 
by the Prime Minister, But the practices and conven¬ 
tions of the United Kingdom cannot be imported into 
our written Constitution wherein the Governors have 
been vested with special powers. Some section of the 
people in India, flso maintain that neither the Presi¬ 
dent nor the Governor has any right of dismissing 
such Governments which command the majority in 
the legislatures. But their belief is not based on any 
authentic decument. Under the Indian Constitution, 
the Governor is empowered to dismiss an individual 
Minister as he holds office at the pleasure of the Gover¬ 
nor.*^ But he cannot dismiss the entire Ministry as 
it is collectively responsible to the Legislative Assembly 
of the State.*® Therefore, it implies that the 
Ministry has the right to exist so long as it retains the 
confidence of the Legislative Assembly and it is the 
Legislative Assembly alone that can overthrow the 
Ministry, Now the question arises—is it within the 
powers of the Governor to dismiss the ministry that 
commands a real majority iiilhe Legislative Assembly ? 
The answer would of course seem to be negative. 
But circumstances may arise when the Governor would 
be called on to exercise his discretionary powers 
which may even lead to the dismissal of such a minis¬ 
try.*® Such powers have been conferred upon on 


37. Constitution of India, Art. 164. 

38. Constitution of India, Art. 164(2). 

39. The Oovernor's discretionary power to dismiss a minis¬ 
try also seems to <aust if he has the reason to believe that the 
Ministry is engaged in activities which are likely to endanger 
national security or solidarity. If a party whwh has come into 

WmHiryj-5, 1968 


the Governors under Article 356 and they can make 
recommendations to the President for the imposition 
of the President’s rule when they arc satisfied that a 
situation has arisen in a State where the machinery 
of the Government is not being carried on in accor¬ 
dance with the Constitution. The Governor is the 
sole judge to determine these circumstances. Besides, 
the Governor can exercise his discretion in preserv¬ 
ing, protecting and defending the Constitution. If a 
ministry has been defeated in the Assembly through a 
censure vote, the duty of the Governor would be to 
summon the leader of the opposition for the formation 
of the new ministry. The defeated Chief Minister may 
also like to continue in office and may request the 
Governor to dissolve the Assembly for midterm elec¬ 
tions. The governor would not be bound by such an 
advice and he has unquestionable discretion to extend 
an invitation to the leader of opposition to form a 
Government. Secondly, another situation may emerge 
in a State where the Government is reduced to a 
minority owing to a split in the party and such defec¬ 
tors having joined the ranks of the opposition who may 
then be pressing for their claim for forming an alterna¬ 
tive government. What should a Governor do in this 
situation? Although the fate of the ministry as to 
whether it commands a majority or not is to be decided 
by the Assembly, yet the Governor has a right to advise 
such a ministry to seek a vote of confidence at the 
earliest time. In case, the Government fails to do so, 
the Governor would be entitled to ask the opposition 
to form a new Government and can dismiss such a 
ministry which is reduced to a minority. 

A third situation may also come into being when the 
ruling party in a State is, all of a sudden, converted into 
a minority on the floor of the House and the defectors 
announce the formation of a new party. The Chief 
Minister of such a ministry may like to continue in 
office with his reduced minority and may advise the 
Governor to prorogue the Assembly to avoid no- 
confidence motion against it, or may further advise the 
Governor to dissolve the Assembly for fresh elections 
for seeking a mandate of the people. In this case the 
Governor would not be bound to act on such 
advice and he must first explore the possibility of an 
alternate government. If he is convinced that a stable 


office with avowed professions of allegiance to the Constitution 
and after joining Office makes use of the privileged position of 
power to undermine the unity of the nation and establish an 
independent State or ent« into secret negotiations with a 
foreign power with a view to breaking away from the federal 
union, the Governor may justilably dismiss such a ministry. 
Pyke. M.V., Constitutional Government in India (2nd Ed.) 
pp. 520-21. 
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government is possible, he should certainly ask such 
leader of the Assembly who can form a Government 
with the support of other parties to do so. In all these 
circumstances, the Governor is to play a vital role in 
tackling the political crisis in the State. The duty 
of the Governor is to have a government and not 
to form a government. But as guardian of the 
Constitution, he is to ensure justice and fairplay in the 
State politics. 

Power of Summoning thf Legislative Assembly 

Again, a lot of confusion prevails about the powers 
of the Governor in summoning the session of the Asse* 
mbly and unneccessary analogies are being drawn up, 
either to j ustify one course or the other. The relevant 
provision in our Constitution inter alia states that 
“the Governor shall from time to time summon the 
houses or each house of the legislature of the State to 
meet at such time and place as he thinks fit, but six 
months shall not intervene between its last sitting in 
one session and the date appointed for its first sitting 
in the next session.”*® This Article together with 
the whole scheme of our Constitution would make the 
position very clear. Normally, the Governor would 
in all these matters act on the advice of the Council 
of Ministers; yet, a situation may arise when the 
Governor has to act in his discretion as guardian of 
the Constitution. The Governor is not at all 
concerned with the State politics or party affairs but 
his duty as the head of the State is to watch the situa* 
tion and to ensure that the Government functions 
as stipulated in the Constitution. Whenever the 
Governor has the reason to believe that the Govern¬ 
ment is trying to evade its responsibility under the 
Constitution, he can request the Chief Minister to 
convene the session of the Assembly at an early date so 
that responsibility and actions of such a Government 
can be tested by the representatives of the people. 
Eminent jurists including the Attorney-General of 
India, Mr. M.C. Setalwad, maintain that the Gover¬ 
nor can take appropriate action when the Assembly 
session is not being held within a reasoble time.*^ 
The Governor is a balance wheel and an umpire in the 
constitutional process of Government and it is 
incumbent upon him to ensure responsible government 
founded on legislative majority. A Chief Minister 
cannot, by any procedure of interpretation resist or 
unduly delay a guberntorial move to summon the 
House when it is intended to ascertain whether or not 


40. Constitution of India Art. 174(1). 

41. The Tribune, DecembCT 7,1967. 


the Chief Minister enjoys the confidence of the 
Legislature.** 

Rolb of the Governor 

Although diverse interpretations of the Consti¬ 
tution are being given by vested insterests, yet the 
Constitution has defined the role of the Governor in 
very precise words. The Governor occupies a dual 
position under our Federal Constitution. On the one 
hand, he is the head of a State where he is required to 
act on the aid and advice of the responsible ministry 
under normal circumstances, except in those matters 
where he is required to use his discretion; and on the 
other hand as an agent of the President under abnormal 
circumstances like emergency declared in the country 
owing to the outbreak of war or threat to the peace 
and security of India or by internal disturbance,** 
or due to a breakdown of the Constitutional machi¬ 
nery of a particular State.** Besides, the Governor 
is to comply with all directives issued by the President 
from time to time. This leaves, no doubt, an area of 
discretion to the Governors but they are expected to 
use discretionary powers only to preserve, protect 
and defend the (Constitution. Dr B.R. Ambedkar 
intervening in the debate in the Constituent Assembly 
explained the role of the Governor in these words: 

“The Governor is the representative not of a 
party; he is the representative of the people as a 
whole of a State. It is in the name of the people 
that he carries on the administration. He must 
see that the administration is carried on a level 
which is regarded as good, efiicient, and henest 
administration.”** 

The intentions of the framers of our Constitution 
are also clear. They never intended that a Governor 
be a plaything in the hands of the State Ministry. He 
has to see that the State government functions smoothly 
and at a level which is for the wellbeing of the people 
of that State. “The functions of the Governor shall 
be to lubricate the machinery of government, to see 
that all the wheels are going well by reason not of 
his interference, but of his friendly intervention.”** 
Thus, as a representative of the people of the whole 
state, the Governor is required to protect the interest 
of the people and work for their welfare. He should 
{Continued on page IS) 
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[Ghai below Is the text of the Resolution on the "Language 
Problem" adopted by the Congress Working Committee at Its 
meeting held on /annary 29,1968 at New DeUtLI 

The Congress Working Committee after having given 
its anxious and careful consideration to the language 
problem, which has given rise to widespread unrest 
in the country particularly among the students, wish 
to reiterate that the solution to the language prob¬ 
lem will have to be on the basis of bilingual formula 
i.c. use of Hindi and English for Union administra¬ 
tion as laid down in the amended Official Language 
Act. For successful working of this formula, persons 
employed in the Union administration should have 
proficiency in either Hindi or English and a working 
knowledge in the other language. For this prupose 


acceptance and implementation of the three-language 
formula in the study of languages in the schools is 
essential. The Congress Working Committee calls 
upon the Central Government to ensure that aii 
unequal burden is not cast on any group in the imple¬ 
mentation of this policy. The Working Committee 
appeals to the people not to project the language 
problem in a way which would weaken the unity and 
integrity of the country. 

The Congress Working Committee calls upon the 
student community not to take an agitational attitude 
and create situations of conflict between the various 
language groups and instead to come together and 
discuss the problem among themselves and take a 
constructive approach to the language problem. 
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Minority Governments* 

Bhahat Biiushan Gupta 


Majority rule is the norm of democratic govern¬ 
ment, but minority government is also an accepted 
variation of democracy in this century. Recently, 
two minority governments have been installed in office 
in West Bengal and Punjab. The West Bengal 
Ministry is headed by Dr. P.C. Ghosh who leads 
the Progressive Democratic Party of 17 members and 
the Punjab Ministry is headed by Shri Lachhman 
Singh Gill of the Punjab Janta Party which has 17 
members’^. There were three Ministers in West 
Bengal the Chief Minister and Mr. Harendranath 
Mazumdarand Dr. Amir Ali Molla*. In Punjab 15 
Ministers have^ becn soworn in.s In both the States, 
Congress promised unconditional support to mino¬ 
rity governments and in addition, the Republican 
Party is to Support the Gill Ministry in the Punjab.* 

Minority Governments Not New to India 

The experience of minority governments is not 
new to India. We already had two minority govern¬ 
ments in Kerala. After the inauguration of the consti¬ 
tution, General Elections were held in Travancore- 
Cochin in December 1951. In the Assembly, no party 
secured an absolute majority of seats. The Congress 
Party which secured 44 seats out of 108 was called 
upon to form the Government on the plea that it was 
the single largest party. It managed to secure 67 
votes in its favour with, tls» support of 10 members 

Dr. Bharat Bhushan Gupta is Assistant Professor of Polit¬ 
ical Science, DSB Government Post-graduate College, Nainital. 

*As the artide was written in December 1967, subsequent 
events have not been covered. 

1. Editorid, “Commendable Example", The Hindustan 
Times, November 25, 1967, p. 7, and The Hindustan Tines 
W^ly, November 26, 1967, p. 9. 

2. The Hindustan Times, November 23, 1967, p. 1.. After 
the Hyderabad Session of the Congress, the Congress Legis- 
latme Pinrty in West Bengal has joined the Minfotry. 

3. Ibid., Novembm' 28, 1967, p. 1. 

4. INd,, November 23, 1967, p. 1; and 77i« Hindustan 
Tlner, November 26, 190, p. 1. 
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of Tamil Nad Congress, two members from the 
Socialist Party and one nominated member. The 
first experiment of running a government by a mino¬ 
rity with uncertain support of other groups was con¬ 
tinued from March 13, 1952 to September 13, 1953. 
The Government lost on a motion of confidence 
moved by the opposition.® The Government which 
lost the confidence of the Assembly then advised 
the Raj Pramukh to dissolve the Assembly and 
thus decided to appeal to the electorate over the 
heads of their representatives. The Assembly was 
dissolved and the Ministry continued as a 
caretaker Government until a new Ministry 
assumed office.® The 1954 elections did not 
improve the party position in the Assembly. No 
party secured a majority of scats. A combination 
of the Praja Socialist Party and the United Front of 
Leftists had a chance to form the government as 
they constituted 59 out of 118 members. The Cong¬ 
ress, however, agreed to support a PSP Ministry with¬ 
out actually joinning it. And so, Kerala witnessed 
the paradox of a party with 19 members in a house 
of 118 forming a Ministry. It was the second 
experiment in the State of a minority party forming 
a Government. The first Socialist Ministry which 
assumed office in March 1954 was pulled down from 
power in February 1955. This was on a motion of 
no-confidence moved by Shri T.S. Ramaswamy who 
defected from PSP on February 8, 1955.7 This time 
the advice to dissolve the Assembly was not accep¬ 
ted and an alternative Congress Ministry was sworn 
in. Shri Panampalli Govinda Menon became the 
Chief Minister with the support of 45 members of 
the Congress, 12 Tamil Nad Congresmen, 2 PSP legis¬ 
lators and 1 nominated member.® 


5. R. Ramakrisban Nair, Conslltutional Experiments in 
Kerala, November 1964, p. 35. 
f Ibid., pp. 35-36. Ibid. 

7. Ibid., p. 36. 

8. Casette Extraordinary, Trirandrvm, February 14,1955, 
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Experience in U.K. and Canada 

There have been minority governments in Great 
Britain also. The emergence of Labour Party pro¬ 
duced a situation in which no political party enjoyed 
absolute majority in 1924 and 1929. The Conser¬ 
vative Government of Mr. Baldwin was in a majority 
in 1923 but was reduced to a minority after the elec¬ 
tion.* The Labour Governments of 1924 and 1929 
under Ramsay MacDonald were minority govern¬ 
ments. In 1929 the Labour Party had 289 seats in 
a House of 615.^* It depended upon Liberal support 
for the retention of power. The economic crisis of 
1931 led to a split within the Cabient. The Prime 
Minister and the Chancellor of the Exchequer insisted 
that cuts in umemployment compensation were 
essential. A majority of the Cabinet opposed such 
action. The Trade Union Congress also insisted that 
such cuts should not be ordered. The Liberal Party 
insisted upon further economies and threatened to 
withdraw their parliamentary support unless such 
cuts were forthcoming. The division in the Labour 
Cabinet made action impossible. On August 23, 
1931 the Cabinet empowered the Prime Minister to 
tender his resignation to the King which he did.^^ 

Canada also had a minority government in 1925. 
The Liberal Government under Mr. MacKenzie King 
had a parliamentary strength of 117 members to 50 
Conservatives and 68 Progressives and others. On 
re-election, the results were 101 Liberals, 116 Conser¬ 
vatives, and 28 Progressives. Initially, the minority 
Liberal Government of Mr. King won a series of 
votes by very narrow margins. Six months after the 
new Parliament had met the Government was 
defeated.}* 

An analysis of minoirty governments in India and 
abroad shows that minority governments everywhere 
have been shortlived and none continued to comp¬ 
lete its full term of office. Some of the problems 
which they faced were instability of tenure, ineffec¬ 
tive functioning and the right of dissolution. 

Drawbacks 

The first drawback of minority governments is 
its instability. A government which is always trying 
to stick to office despite its slender support in the 
House must inevitably neglect its duty. It must make 

9. Byrum E. Carter, The Office of Prime n.d. 

p. 259. 

10. J.F.S. Ross, Ekctlotis, and Electors 1955, p. 414. 
See also Appendix I. p. 466. 

11. Bsrrum B, Carter, Op.Cit., pp. 48-49. 

12. ndd., p. 276. 
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unnecessary concessions to political parties in the 
matter of policies duly approved by the people at 
the time of General Election. It may sometimes 
yield to pressures from other political parties rather 
than to public opinion. In fact, it may last so long 
as it plays the role of a puppet in the hands of other 
political parties. But instability in government is 
also a blessing. It is not dictatorial like a govern¬ 
ment with an absolute majority in the House. It is 
not power-mad. It is willing to make concessions 
and compromises essential to democracy. The 
whole concept of democracy is based on the assump¬ 
tion that the other side may also be right. A mino¬ 
rity government, therefore, is most susceptible to 
public opinion. 

A minority government must encounter difficulties 
in its functioning. It has no confidence of steady 
votes. It must live from crisis to crisis. Any abrupt 
vote in the House may bring about the fall of the 
Government. In 1924, Mac Donald chose to be non¬ 
sensitive to voting in the House. He said: ‘T propose 
to introduce my business knowing that I am in a 
minority, accepting the responsibilities of a minority, 
and claiming the privileges that attach to those res¬ 
ponsibilities. And if the House on matters non- 
essential, matters that do not strike at the root of 
the proposals that we make and do not destroy 
fundamentally the general intention of the Govern¬ 
ment in introducing legislation—if the House wish 
to vary our propostition, then the House must take 
the responsibility of this variation—^then a decision 
on such amendments and questions as those will not 
be regarded as a vote of no-confidence.”}* Despite 
this realistic stand of the British Prime Minister, his 
Ministry did not last long. It was defeated upon 
a measure which they had specified a confidence 
issue.}* In 1931 again, he was defeated in the House 
on the Education Bill, a measure of considerable 
importance but he did not resign or ask for a disso- 
solution.}* His Labour Government could not * 
survive a fall when Liberals declined to support him 
on the issue of Unemployment Insurance.*® The 
first Baldwin Government which was reduced to 
minority after the election decided to meet the House 
of Commons. The support given by the Liberals 
to the Labour amendment brought Baldwin and his 
Government down immediately.*’^ The experience 
of Mr. King’s Government was similar.*® India 


13. Byrum E. Carter, op. eh. p. 260. 

14. nOd., p. 259. 

15. im., p. 260. 

16. im. pp. 48-49. 

17. p. 259. 
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had only two minodty Oovernment8-«^th in Knnla 
and both served brief tenures. 

The third problem which confronts the minority 
government is whether it con ask for a dissolution 
and precedents exist both ways. In U.K. the king 
accepted the advice of Mr. Baldwin and ordered 
dissolution of the House in 1923.** The king again 
granted a dissolution to Ramsay MacDonald on his 
defeat in 1924.*® According to Carter: “There were, 
were, however, dissimilarities which explain the grant 
of dissolution. First, the previous grant of dissolu¬ 
tion had been to a Conservative Government, not to 
a Labour Government. This was the first grant given 
to the Labourities. In all probability, this was the 
most important reason for granting MacDonald’s 
request, although it is likely that the desire to show 
the impartiality of the Crown, even to Socialists, 
influenced the King.’’** 

In a dissimilar situation, the Governor-General of 
Canada refused a dissolution to Mr. MacKenzie 
King in 1926. This was because he had already 
received a dissolution in 1925. On the fall of King’s 
Government in 1926 the Conservative Leader was 
called upon to form the Government. The Conser¬ 
vative Ministry tdso suffered a defeat in the House 
owing to peculiar technical circumstances. The 
Conservative Leader then asked for and received a 
dissolution.** Hence in Canada, there was no even¬ 
ness in the matter of treatment extended to the defea¬ 
ted Prime Ministers. On the one hand, it has been 
been argued by Professor Keith that the action of the 
Governor-General in refusing the grant of dissolution 
to the Liberal Prime Minister was unconstitutional 
per se. This followed as the Conservative Prime 
Minister was unable to carry on without a disso¬ 
lution proving the soundness of Mr. King’s opinion 
that the time had come when the electorate must 
be given an opportunity to cast a decisive vote.** 
The results, it should be added, restored the Liberals 
to power. Evatt, on the other hand, argued that the 
refusal of dissolution was justified since Mr. King 
had been Prime Ministei^ipjily six months—a ‘short 
period’. If he had been Prime Minister for three 
years—‘a long period’—he could justly call for a dis¬ 
solution.** This distinction between a ‘short period’ 
and a ‘long period’ adds to confusion. What is 


18. ibid., P. 276. 

19. Ibid., p. 279. 

20. im.. P. 239. 

21. Ibid., p. 278. 

22. IMd., pp. 276-277. 

23. H.V. Evatt, The Xing and His Governors, 1936, p. 60. 

24. Bynitn E. Cuter, Op. at., p. 277. 
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necessaiy is an objective principle in respect of dis¬ 
solution to a minority government. 

Uneven Treatment in India 

The treatment to minority governments in India 
is uneven. When the first Congress minority govern¬ 
ment lost on a motion of confidence it advised the 
Raj Pramukh to dissolve the Assembly. He accepted 
the advice of the defeated Ministry and ordered a 
dissolution. Contrary to it when the minority govern¬ 
ment of PSP was pulled down from power in Feb¬ 
ruary 19SS not only was its advice to dissolve the 
Assembly not accepted but an alternative Congress 
Government was allowed to take office. On its fall 
in 1956, however, no effort was made to install an 
alternative Ministry but President’s rule was proc- 
claimed on Raj Pramukh's advice.** After the fourth 
General Election, a number of majority governments 
were reduced to minority owing to defections. In 
Haryana, on the fall of a Congress Government, a 
non-Congress Ministry under Rao Birendra Singh 
was sworn in. It is not known whether an attempt at 
dissolution was made but it is certain that the Assembly 
was not dissolved.** In Uttar Pradesh, the Congress 
Ministry headed by Shri C.B. Gupta fell after 18 days 
on a motion of thanks to the Governor. He did not 
appeal for dissolution and a non-Congress Ministry 
headed by Shri Charan Singh was sworn in on April 3 
1967.2* In Madhya Pradesh, Shri D.P. Misra’s 
Ministry fell and appealed for dissolution of the 
Assembly. The request of Mr. Misra for a mid¬ 
term poll was not accepted and Shri Govind Narain 
Singh was installed in Office.** The fall of West 
Bengal and Haryana Ministries took place under 
special circumstances and did not favour dissolution 
of the Assemblies. The last government to fall was 
that of Shri Gurnam Singh in the Punjab. Shri 
Gurnam Singh followed a democratic procedure 
of resigning as soon as it became evident to him that 
he had lost majority in the Legislative Assembly. 
He appealed for a mid-term poll.** The Governor 
instead of granting a midterm poll asked the retiring 
Chief Minister to form a fresh Government and later 
changed his mind and allowed a minority govern¬ 
ment under Shri Lachhaman Singh Gill to take 
office.*®. Out of the six occasions when the Chief 


25. R. Ramakrishnan Nair Op ,Cit., p. 37. 

26. The Hindustan Times, 25, March 1967, p. 1 

27. Ibid., April 4, 1967 p. 1. 

28. Ibid., August 1, 1967 p. 1. 

29. Ibid., NovembCT 23, 1967, p. 1. 

30. IbU, November 28, 1967, p. 1. 
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Ministers could appeal to the electorate they utilized 
only three occasion for an appeal and only once was 
the right to appeal conceded by the Raj Pramukh 
or the Governor. It was when a Congress Ministry 
lost on a motion of confidence on September 23,1953. 
There is no uniformity of approach by the Centre 
when an appeal to the people has been preferred. 
The Raj Pramukh or the Governor has invariably 
followed the Union Government’s directive in this 
respect. Sometimes he has allowed the right to 
dissolve and sometimes the right has not been 
conceded. Even the demand of a Congress Ministry 
led by Shri D.P. Misra was not accepted in 
Madhya Pradesh , This shows that the policy of the 
Centre is not governed purely by party considera¬ 
tions. Perhaps, other considerations like the state of 
public pinion, the readiness of the Election 
Commission to conduct elections and the passage of 
too short a period after the General Election may be 
weighing with the Union Government. In Great 
Britain, the government has always taken political 
advantage by fixing the election date. This is an 
accepted part of the twentieth century political 
strategy. This may, however, be given up 
to vindicate the right of the people to make 
and unmake governments. This strategy was con¬ 


demned even by Distradi as immoral and unconsti¬ 
tutional is far back as 1880.*t It is always desirable 
to refer a conflict between the Ministry cmd the Legis¬ 
lature to the people. This should not involve a long 
interrugnum as it does in India. With a permanent 
electoral roll the time involved in conducting elections 
in a State should not take more than a week. The 
introduction of extraneous considerations like a 
‘short period’ or a ‘long Period’ is likely to give too 
much discretion to the Governor and may involve 
him in direct party disputes.^* The Governor should 
be above reproach and should in no case be made 
a target of partisan abuse. At a moment when 
relations become tense between the Ministry and the 
Legislature and the Ministry advise a dissolution it 
should be accepted without demur by the Governor. 
The Ministry even if it is a minority Ministry should 
be allowed to carry on as a caretaker government. 
Direct appeal to the people is the only course open to 
resolve the conflict. In the context of the present 
political pattern the obligations of the Government 
at the Centre and the Governor are certainly 
enhanced. 


31. Bynim E. Carter, Op.Cit,, p. 292. 

32. Ibid., pp. 277-278. 


THE GOVERNOR: STATUS AND POWERS 
{Continued from page 12) 

give his detached and unbiased opinion for better 
administration in the State. The Governor has the 
authority under the Constitution to call for any in¬ 
formation pertaining to the administration or legisla¬ 
tive proposals of the government and it is the duty of 
the Chief Minister to furnish such details as demanded 
by the Governor.*^ 

Even the Framers of our Constitution visualised 
the role which the Governors were expected to play in 
the times to come. 

“A time may come when there will be many 
parties, when the Premier might fail to bring about 
a compromise between the parties and harmonise 
policies during crisis. At that time, the value of the 
Governor would be immense—^raost beneficial 
to the ministers themselves, beoiuse they will be 
able to get confidential information and advice of 
a person who has completely identified himself 
with them and yet is accessible to the other 
parties.” 

47. Constitution of India, Art. 167. 

48. C.A.D. Vol. Vin pp. 542-43. 


The forecast of the Founding Fathers have come to 
be true as a multi-party system has come into being in 
our country and these parties are caught in a bitter 
struggle for power in different states by adopting such 
tactics which are inconsistent with the working of a 
parliamentary system of government. The political 
climate in the country is surcharged with fear and 
suspicion. The Governor has to play a very crucial 
role in ensuring the smooth functioning of his govern¬ 
ment in accordance with the Constitution. As an 
impartial umpire the Governor’s duty is to see that' 
Government is carried on by the representatives of 
the sovereign people and must not hesitate to exercise 
his discretionary powers to uphold the sanctity of the 
Constitution. The Governor is a necessary link 
between the Union and the State, and as such, is 
under obligation to maintain harmony and unity in 
the Federal system of our Government. The 
Constitution has defined the functions and powers of 
the Governor. But at times difficulties may crop 
up here and there in a dynamic society. We can 
overcome these by establishing healthy traditions 
and conventions which can clothe the dry bones 
of a written constitution for its smooth and efficient 
working. {Concluded) 
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You can book your 
Greetings Telegram even 
a month in advance: it 
will be delivered on the 
date specified by you ! 
Avoid the last minute rush 
and delay in transmission, 


Use Greetings Telegrams 
with Standard - numbered 
phrases. These will cost 
you less and will be deliver¬ 
ed on specially designed 
colourful forms—between 
6 a.m. and 9 p.m. 


INDIAN POSTS & TELEGRAPHS 




EXTRA TRACTION FOR EXTRA TOUGH JOBS 11 

4-Whoel Drive gives twice the traction—twice the grip—pulls through |f|^ "T || 

territory that would hopelessly stall ordinary vehicles—with the flick of a J I 

lever converts into a conventional 2 -Whoel drive vehicle—turns in an area 

just 14 times its own length. 'S*' 

ECONOMY handling ease, manoeuvrability and tiouble-free operation 
are outstanding FC-1 SO characteristics. 

UNUSUAL performanceis,ofcourse,built into its4Cylinder hightorque | 

75 BHP “Hurricane"—the engine with unmatched stamina. | ||$e GENUINE PARTS 1 

SAFETY is built into the totally enclosed all-steel cab standard on all I .ueacrren 

FC-150 trucks. The Cab features electrically operated dual windshield wiper g fACToar iNsrtCTto 
—WINDING safety glass windows on Cab-doors—COMFORTABLE seats i f^cTOH^ Armoveo 
for driver and co-passenger. 1 

PANORAMIC Windshield lets you see the road as close as six feet 
away from the bumper. 

NOW AVAILABLE WITH •TJ)0t15 Tyrt High Wa/ Typt at Mud 4 Snow * Heavy Duly Springs * factory BulH All Steel PIch-up Boa 
i-i Manufactured by 

MAHINDRA AND MAHINDRA LIMITED 

S ' / BOMBAY 


Auihoriied Deahis 


USE GENUINE PARTS 
fACTOKY INSnCTED 
FACrOAfr APmoVED 



AUTOMOTIVE MANUFACTURERS PVT. LTD..fiecundenbad •BHOPAL MOTORS PVT. J-TD-..g*«>^l* C^A MOTt^ 

Abmedabad • CENTRAL AUTOMOBHES. Raipur • DADAJEE DHAOUE^CO. PVX LTD.. Bo^y •OA^PATT OWlAOa IJ^ 
Vijayawada •OHATAOE & PATiL, Kolhapur • HIRAKUD MOTORS. Sambatour * INDIA OAfiAOE. Bai^W • INDU OA^OK 
Ma«**JADWET TRADING CO?, Anda^ A Nicobar Ulanda* JAMMU^A KAMMIR -- 


• DADAIEE DHACKJEBA CO. PVT. LTD.. Bo«*»y • OA^PAIl OWIAGIE. I 
IRAKUD MOTORS. Sambalpur • INDIA GARAGE. Bansaiore • INDIA OA^OK 
Nicobar Ulandt* JAMMU A KASHMIR MOTOR CORroRATTON. Jai^ TpiM# 
r A CO.. Patna • METRO MOTORS (KATHIAWAR) PVT. LTO.Jke)koi • NAR^- 
D. PVT. LTD.. Jamshedpur (Sinahbhum) • PATOAIK A CO. P^. LTD., OMtaA#. 


KAILASH MOTORS, Aurangabad • LAWLY SEN A CO.. Patna • METRO MOTORS (KATOIAWAWPI^^TO^ReifcM 
AUTOMOBILES, Lucknow •NARBHERAM A CO. PVT. tTD« JamsM|W (Siiwhbhum) • PATWklK A OO. 1^ LTDy OUgrt • 
PROVINCIAL AUTOMOBILE CO.. Nagpur • SANOHl BROS 

SILVER JUBILEE MOTORS PVT. LtD.. Poona •TENZING A TENZING.. Sikkim •TY. SUNI»^ IYENGAR A TONS WT. LTD., 
Madurai. Branchea at: Coimbatore, Pudukkolai, Salem, TiniehirBpaHi, Tininalveli ai^ Tmai^nim • TRANM*ORT^<W LTO 

NepMAUNITED MOTORS OF RAJASTHANI. Ii^ • VISHNOO V. KAMAT TARCMl, PBpjimOos •WALFORD TRANSPORT LTD 
Caleuna. Braiicha at: Silimiri. Dibrusvh, Oattliati,Tiipun and Manipw 
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Economic Growth in India and China'. 
A Study in Alternative Approaches 

K.A. Chopra 


The respectable standards of economic achievements 
attained by both, the U.S.A. and the U.S.S.R., by 
contrasting approaches have robbed us of conclusive 
evidence of pinning a single economic system as the 
promoter. The interest, however, has suddenly been 
revived. In our times India and mainland China 
have embarked on the road to economic devel¬ 
opment by choosing alternative routes. As the results 
of the methods adopted in both the countries are 
likely to be manifested during our life time, the intense 
curiousity with which the world is watching them is 
understandable. 

Similarity in Basic Problems 

Interest in the economic revolution of both these 
countries is further heightened by the similarity of 
basic problems. They are both large and populous 
countries. India is roughly two-fifths of the size of 
the United States, and in 1961 her population was 44 
crores. China’s area is about equal to that of the 
United States, and in 1961 her population touched 
the figure of 70 crores. In both these countries death 
rates have been falling and population has been 
increasing; in India at a rate of 2 per cent per year 
and in China slightly over 2 per cent per year. 
Recent estimates have it thSf India’s population in 
1976 will be 62.5 crores. Not long after that China 
will reach the 1 billion mark.^ 

The past histories of both the countries also show 
similarities; Both have been the cradles of great 
civilizations. Both have been under the domination 
of the west for the last about two centuries. India 
was under explicit British rule while China, though 

nominally free, was subjected to a number of treaties 
■ " ■ ' ‘ ■■■" 

Dr, KA, Chopia is in the Department of Economics, 
UbWainity of.Rajatthaa, lalpur. 

U Rtehard T. Oill, EeotmUs Devehpmnt '.Past and Present 


and preferences by foreigners: the Treaty of Nank¬ 
ing in 1842 placing her in a kind of serai-colonial 
status. In either country, furthermore, a new regime 
took over in the post World War H period and in 
conditions which were far from auspicious. India 
faced the enormous problems involved in the parti¬ 
tion of India and Pakistan. China, fresh from civil 
war, plunged recklessly into Korea.'* 

From the economic and social point of view also 
both the countries displayed striking resemblance 
in the post-war period. They were both overwhel¬ 
mingly rural, capital poor and technologically primi¬ 
tive economics. The per capita output in each country 
was approximately between $ 80 to $ 120 placing both 
on equal economic status. India was probably a 
a trifle better off in industry while China had a slight 
edge in agriculture. Socially, in China there has been 
a traditional orientation of the sodety towards the 
family while in India their have been (and to a great 
extent is) multiplicity of castes, languages and ancient 
religious traditions. 

Contrasting Methods 

While there arc these parallels and similarities in 
the problems, contrasting methods have been adopted 
in India and China to cope with them. China has 
basically proceeded on a forced draft method. 
“Twenty years compressed into one day’’, “The great 
leap forward’’, “go all out, aim high, achieve greater”, 
etc., are slogans and objectives showing the seriousness 
and urgency with which the Chinese have approached 
their problem. In India, on the other hand, the 
economic goals have been set more modestly; there 
is seriousness but not that urgency. The whole 
approach here has been gradualistic. 


2 . m 
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Moreover, though goverument planning has {riayed 
a key role in the economy ofindia and the socialist 
pattern of society has been accepted as the cardinal 
principle of economic growth, in many respects the 
Indian government plays a smaller role in her economy 
than do even the governments of the so called capital¬ 
ist economies of the west. India’s total tax collec¬ 
tions, for example, form a much smaller percentage 
of her national income than those of the United 
States. Her ratio of government expenditure to total 
expenditures is among the lowest in the world. Ag¬ 
riculture, which merits a high percentage of India’s 
economy, is in the private sector. In China, the 
contrast is perceptible. There is the emergence of 
a modern totalitarian states in conditions of 
extreme economic backwardness. For example, in 
industry by 1956-57 government investment was 
96.7 per cent. In agriculture, 87 per cent of all farm 
households were organised in producers’ cooperatives 
by 1956. By 1958, with the great leap forward 
and the famous communes, even the small private 
plots were collectivised. 

Further, in China the state has been the driving 
force behind the social revolution which has been 
accompanying the economic. In India the govern¬ 
ment has also attempted important social reforms 
(e.g. abolition of caste system, etc.,) but the actions 
of the Chinese government have unquestionably been 
far more drastic and more far reaching in this 
area. 

It may be said that the Chinese Government has 
made in the economic as well as in the social sphere 
a much more pronounced effort to control and direct 
the course of change than has its Indian counterpart. 

Basic Problems of Economic Growth 

With this background we can now find out the 
basic problems of economic growth in the two count¬ 
ries and how they are being tackled. For our pur¬ 
poses, we can say that though the underdeveloped 
countries, with various degrees of underdevelopment 
and economic status, need varying specific prescrip¬ 
tions. There are three key issues each one of them has 
to contend with. They are: 

1. Raising the rate of investment. This can 
be done by mobilisation of unemployed wor¬ 
kers, increases in taxes, inflation, foreign aid 
and by the use of coercive methods. 

2. Creating a balance between the industrial and 
agricultural sectors of the economy. This 
can be done by giving industry or agriculture 
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the first priority or by advancing both 
simultaneously. 

3. Coping with the effects and causes of rising 
population. This con be done by emphasis¬ 
ing highly labour intensive projects and by 
family planning. 

Both India and China are involved in these strate¬ 
gic issues. In both there have been definite efforts 
to raise the rate of investment though, owing to statis¬ 
tical blackout in China, accurate figures are not 
available for close comparison. The fundamental 
differences of approach arc, however, very evident. 

In India the net investment rose from 5 per cent 
of national income in 1951 to 8 per cent in 1956 and 
11 per cent in 1961. Though these figures are imp¬ 
ressive on paper, in reality the rate of capital forma¬ 
tion has been fairly low. The three plans reveal 
that the rate of domestic savings has been on the 
low side. As a consequence there has been increas¬ 
ing reliance on external or international resources. 
The percentage of public outlays financed by external 
finance has risen from 10 in the First Plan to 24 in 
the Second Plan and to 39 in the Third Plan. 

The unemployed and quasi-unemployed labour 
force in India has not been utilised for effective capital 
formation. Taxes have increased, but only mode¬ 
rately—^frora around 7.5 per cent of national income 
to 8.9 per cent in the Second Plan. 

In China the things have been different. Wilfred 
Malenbaum made comparisons of China and India 
over the period 1950 to 1957 and arrived at the con¬ 
clusion that during this time China was increasing 
her rate of investment at an appreciably faster pace 
than India. 

Table 1 shows investment as a percentage of total 
output in India and China.^ 


Tabu 1 

INVESTMENTS AS PERCENTAGE OF OUTPUT IN 
INDIA AND CHINA 1950-37 


Year 

Gross inrestment as percentage of gross national 
Product 


India 

China 

1950 

9.3% 

9.7% 

1951 

9.5% 

11.8% 

1932 

9.8% 

14.9% 

1953 

9.7% 

16.8% 

1954 

11.4% 

19.1% 

1955 

12.1% 

18.0% 

1936 

13J% 

19.2% 

1957 

13.6% 

23.9% 


3. “India and C3iina : Contiasts in Development**, 
Ameticm Bemnmtc June 1949. 
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Tile achievement in the case of China, is all the 
more impressive because it was accomplished largely 
through domestic as opposed to foreign sources. 
Russian aid during this time has played only a 
secondary role. “There have been no known Russian 
financial grants to China.”* The Russian aid has 
been only in the area of provision of technical assis¬ 
tance and as a source of trade whereby China could 
import her needed capital goods in return for ex¬ 
ports. Over the years (particularly from 1963 on¬ 
wards) even this assistance has perceptibly thinned. 
■“Not only has trade between the two countries 
declined and technical aid largely ceased, but China 
is involved in the process of repayment of interest 
and principal of her previous loans from Russia. 
This puts the extremely poor Chinese economy in the 
position of having to export more goods to Russia 
than she is receiving in imports in return.” 

It is obvious the basic sarcifice of present to future 
has been China’s own. The government, of course, 
has been the overwhelmingly dominant factor in 
China’s effort to raise her investment rate. Increased 
investment has been made possible by taxes, 
the profits and depreciation reserves of state controlled 
enterprises and reserve fund of farm units. In the 
fifties tax receii)ts doubled between 1950 to 1952 and 
continued rising subsequently. There have been 
determined efforts to mobilise rural labour and 
squeeze savings and investment out of the agricultural 
sector. 

Agriculture Versus Industry 

Regarding the second strategic issue—agriculture 
versus industry—it may be stated that until recently 
China had considered agriculture only secondary to 
industry while India has been pursuing a tentative 
and experimental policy. 

In India a most notable shift is discernible in the 
successive plan outlays. For example, during the 
Second Plan the outlay on industry and minerals 
rose to 20 per cent from 4 j|>er cent in the First Plan. 
At the same time the share of agriculture and com¬ 
munity development declined from 15 per cent to 
11 per cent and of irrigation from 16 per cent to 9 
per cent. Thus there was a substantial shift from 
agriculture to industry in the Second Plan. 

But as the things did not work out as anticipated 
due to the failure of monsoons, foodgrains had to be 
imported in large quantities. A shift to agriculture is 
seen in the Third Plan. Agriculture and community 


4. RichaidT.OiliC!p.C«.,p. 106. 


development went up from 11 per cent to 14 per cent 
and even in industries the emphasis was more on 
fertiliser production.*^ 

“India’s conclusion thus would be that balanced 
growth is necessary, particularly where the limitations 
on export earnings make reliance on heavy imports 
from abroad impracticable.”* 

In China a massive emphasis was given to industry 
as opposed to agriculture. Table 2 brings out this 
fact.'* 

Tabu 2 

INVESTMENTS IN INDUSTRY IN CHINA 


Sector Billion Yam % of total 


Industrial ministries 

Agriculture, forestry and water 

24.85 

58.2 

conservancy 

Transport, posts and telephonic 

3.26 

7.6 

communications 

8,21 

19.2 

Trade, banking and stock piling 

1,28 

3.0 

Culture, education and Public health 
Development of municipal public 

3.08 

7.2 

utilities 

1.60 

3.7 

Others 

0.46 

1.1 


It may be noted that the actual allocation of 
investment to agriculture eventually exceeded the 
original figure. But still the lack of balance is clear. 
Further, even in industries the emphasis was on heavy, 
investment goods producing industries rather than 
on light, consumer goods industries. 

This onesided emphasis has caused deep strains 
on the Chinese economy. Chinese agricultural sector 
has been suffering a deep crisis. The acknowledge¬ 
ment of this state of affairs seems to have been made 
in the early years of 1960’s by a reversal of the earlier 
Chinese policies.* 

Population Policy 

Regarding the population policies in China and 
India it is seen that of the two, India has been more 
consistent in her views though her achievements 
are not much. Over the plans period the growth of 
population in India has regularly exceeded the official 


5. im. p. 106 

6. p. 109 

7. Ibid., p. 109 

8. 20 MilUoa Chinese have been shifted back from the dties 
to the ^aces to rend^ aid to agriculture. 
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projections * Rapid population growth is responsible 
for the deteriorating employment situation India.*®. 

In 1961, it was conservatively estimated that there 
were a million unemployed workers in India and 
another 15 to 18 million were practically unemployed 
or underemployed. During the Third Plan another 
15 to 20 million workers have been added to this. 

Due to this critical situation India had to put 
employment creation as a goal of planning. She has 
also put increasing emphasis on family planning 
which is now accepted as a national policy. 

It may, however, be said that despite added 
emphasis on family planning (expenditure rose from 
Rs. 70 lakhs in the First Plan to Rs. 25crores in the 
Third Plan and the number of family planning clinics 
rose from 1800 in 1961 to 8200 in 1966) the results 
achieved are quite modest. Economist, I.M.D. Little, 
estimates that at least 250,000 family planning nurses 
would be required to cover India’s massive population 
effectively while in fact the planned goal of the Third 
Plan has been only 48,000.** Thus whether India’s 
present effort is large enough “to make a serious dent 
in the population problem is a very big question mark 
for the future.’’*- 

China’s policy with regard to limiting population 
has been quite erratic. In the initial period of the 
communist regime the official attitude was to regard 
population as an asset rather than as a liability. 

It was only in 1957 that a national birth control 
policy was adopted. In 1958, the campaign was 
abruptly called off. In the year of the “great leap 
forward”, the official policy on population reverted 
to ‘population-an-asset’ idea. Lately, the newspapers 
have been pointing out the advantages of late 
marriages, etc. 

Because of lack of information about China these 
shifts in population policy cannot be easily accounted 
for. However, there are some familiar factors like 
the Marxian hostility to the notion of the existence 
of population problems,** the traditional Chinese 
belief in the welfare of the dead depending on the 
sacrifices offered by their descendants and the “great 

9. It was estimated in 1956 that the population of India will 
be SOO millions in 1975*76. In 1961. this figure was revised to 
625 million. 

10. In 1961 there were 9 million unemployed people. In 
1966 there was an addition of 20 million to this figure. 

11. “India’s Third Five Year Plan”, Oxford Economic pikers. 

12. RichardT. Gill, Op. Cit. p. 111. 

13. Karl Marx called the Malthusian Theory of popula* 
tion “a libel on the human race”. Marx thought that the prob* 
lem, was not population pressing against resources, but capitalists 
pressing against the “proletariat”. It was the Q«tem that was 
at fault. 
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leap forward’* when it was thou^t that hy rigorous 
organisation and discipline in the countryside the 
growing population could lead to inareasing prod* 
uction and capital formation. 

These points may be conjectural but this is a fact 
that China has not so far succeeded in holding upsurge 
of population and year after year she is closing ranks 
to touch the fabulous figure of 1 billion. 

Achievements 

With these key differences in the development 
approach of the two countries the question is: what 
are the achievements of the two countries ? Which 
of them is leading? Who promises to reach the goal 
of self-sustaining growth first? 

Before answering these it may be pointed out that 
there is unanimity on at least one point. The last 
15 years or so have been eventful for both the count¬ 
ries in bringing about accomplishments as well as 
failures. In the case of India one great achievement 
has been the growth of her total output and per capita 
output. Between 1948-49 and 1963-64 national 
income rose by 60 per cent and per capita income by 
20 per cent. The per capita output did not increase 
as hoped for but there was increase of around 12 
per cent per year. 

On the other hand we have to reckon India’s 
failures. The rate of investment from domestic sources 
has been poor. There has been an increasing depen¬ 
dence on foreign assistance. The population problem 
and consequently, the unemployment situation 
has been steadily worsening. The aggressions across 
the borders in 1962 and 1965 added to India’s defence 
expenditure. There are rising prices, misery and 
discontent. “Whether any social or political system 
could stand the strains of such prolonged misery, 
particularly after the mood of rising expectations, is 
an important and disturbing question.” 

In China also there has been rise in the total out¬ 
put and the per capita output and the rise has been 
perceptibly higher than in India. According to 
Malenbaum’s estimates** during 1950 to 1957 China’s 
steel production rose by 1000 per cent, cement nearly 
500 per cent, electric power 400 per cent and coal 
production 300 per cent. Even if exaggerated these 
figures make impressive reading when compared to 
India’s 60 per cent rise in overall industrial production 
during the same period. 

China has also her debit side. Agriculture has 
grown at a much slower rate than industry. The 
_________ ( Continued on page 34 ) 

14. Richard T. Gill Op. at., p. 296 
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CAN WE 
AFFORD TO 
WASTE 



Ov«r 450 million mootho to food... yot olmoot 15% of India’s fruits and voflotablts 
go to wasto duo to spoilago botwoon fioMand Mtebon. Tho roason? A eabbago 
or a carrot has milos to go boforo it's oaton. By that timo, tho biasing hsat has 
done its damage. 


HINDUSTAN LEVEN Studied the problem... 
consulted Unilever food experts...then made 
a beginning by setting up a modern dehy> 
dration plant at Ghailabad. 

Why dehydration? Because it’s practical, 
easy to handle, inexpensive. Dehydration 
takes the waWbut, seals thg freshness in. 
In tact, dehydrated foods stay fresh what¬ 
ever the season. They take so little spaco 
that transportation Is . easy And they need 
no refrigeration, no special storagefaellities. 
Oehydretion is HINDUSTAN LEVER'S contri¬ 
bution to the national effort to produce 


more food and make the most of what is 
avallabte. Tho hirmw will grow more now 
that ho ean count on steady pitess and an 
assured market. And less will be wasted, 
because mors will bo processed and pre¬ 
served. From all this will flow now products 
and Ihorsfors now opportunities. 

Tho housewife Is already familiar with our 
dehydrated vegetables. Plans are afoot 
for offering her a greater range of such 
foods.Ths day will break brighter tomorrow 
...with a little less of cars, a little more 
of |oy. 


TODAY AND TOIIORROW...HiNDUSTAN UVER SERVES TR| HOME 


% 
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The recession has hurt us too—vety much so. We 
could, of course, have thrown up our hands in 
despair. But that is not the Indian Oxygen 
way of doing things. For us the recession is a 
challenge. And some of the ways in which wc 
are meeting it are these. 

Our marketing Division is always on its toes study¬ 
ing the needs of consumers so that our products 
may be redesigned to meet their requirements 
whenever necessary. It has developed export out¬ 
lets in countries in South-East and West Asia and 
Africa. And the search continues 
Our engineers and scientists have been engaged 
in intensive research to develop new and better 
products and save foreign exchange. Last year 
alone, for instance, foreign exchange worth over 
Rs. 36 lakhs was saved through Import Substitu¬ 
tion. Racent examples of new products made 
available by Indian Oxygen to industry for the first 


tuitu in India through indigenous production aro 
the INOARC IMR-300 Selenium Rectifier 
Set for welding, INOARC Submerged Arc 
Welding Wire and the Continuous Covered 
Electrode for FUSARC/COs Aut-n-afic A^' 
Welding process. 

New uses are being sought ;.nd found foroxyger;, 
nittonen and other gases which are helping Indian 
industry to raise productivity and improve manu- 
faciuring techniques. 

Variety reduction and ir.-plant standardization 
iinve helped us to rationalise production and 
ln;prove the quality of our goods and services. 
There are many other fields too in which innova¬ 
tive management is helping to improve efficiency 
and overcome the effects of the recession. 

The effort continues to find more ways of serving 
the Indian economy. Indian Oxygen hat faith 
In its own as wall as the country's futur~. 



INDIAN OXYGEN LIMITED 
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Agricultural Labour in Assam 

N. C. DurrA 


The agricultural labour class has grown in Assam 
from decade to decade and more rapidly after the 
economic depression of the thirties. Till the third 
decade of this century there was shortage of agri¬ 
cultural labour in the State and immigrants from 
other parts of the country, particularly the Muslim 
immigrants from Bengal, were welcome. But in 
course of time, the rapid growth of population, sub¬ 
division of holdings and free mortgaging and transfer 
of land created a class of landless people and holders 
of tiny plots. These people preferred to remain in 
the villages as agricultural labour rather than move 
to tea estates, which had to recruit labour from 
other States. This army of agricultural labour has 
been strengthened by the Muslim immigrants, Hindu 
refugees and ex-workers of tea gardens. 

The agricultural labour class comprises a large 
part of the rural community. According to the 
Report on the first All-India Agricultural Labour 
Enquiry (1950-51) 10.53 per cent of the total rural 
households in Assam belonged to agricultural labour 
class compared to the all-India average of 30.39 per 
cent. The Report on the Second Agricultural Labour 
Enquiry (1956-57) shows that in 1956-57 the propor¬ 
tion of agricultural labour households^ to total rural 
households was 18,18 percent,® compared to the all- 
India average of 24.47 per cent. 

Table 1 gives the details of the proportion of 
agricultural labour households to rural households 

According to the 1961 Cfcnsus agricultural labour® 


Shri N.C. Dulta is in the Department of Economics, 
Maharaja Bir Bikram Ck>Ilege, Agartala, Tripura. 

1 It is to be noted that while in the First Enquiry (19S0-S1) 
the definition of the term ‘agricultural labour’ was confined to 
those empltwed for wages in the process of crop production, in 
the Second Enquiry (19S6-57) hired employment in other ag¬ 
ricultural occupations such as dairy ihrming, horticulture, rais¬ 
ing of livestock etc. was also covered besid« crop production. 

2 Including Tripura and Manipur. 

3. For the purpose of 1961 Census, ‘a^cultural labour* 
was defined as ‘^A person who works in another person’s land 
tnly ias a labourer without exercising any supervMon or direc¬ 
tion in cultivation, for wages in cash, kind or share such as a 
share of pr^uce.” 

Ftbfuury 1968 


comprises 1.58 per cent of the total population or 
3.65 per cent of the total working population in Assam. 
Table 2 shows the distribution of agricultural labour 
in the State by districts. 

Table I 

DISTRIBUTION OF AGRICULTURAL LABOUR HOUSE¬ 
HOLDS AND RURAL HOUSEHOLDS DURING 1950.51 
AND 1956-57 


Estimated number of households Percentage of agri~ 
(in thousands) cultural labour house¬ 

holds to total rural 


Rural 

Agricultural 

labour 

1 

2 

3 

4 

1950-51 

1.934 

203 

10.53 

1956-57 

2,234 

395 

18.18 


Source; Ministry of Labour and Employment, Government of 
India, Agricultural Labour in India, Report on the Second 
Agricultural Labour Enquiry 1956-57, Vol. X-Assam. 


Economic Condihon 

The agricultural labour households arc either 
landless or holders of small strips of land cither owned 
or held in lease. In 1950-51, 43.35 percent of the 
agricultural labour households in Assam were without 
land, compared to the all-India average of 50.07 
per cent; while in 1956-57, 63.01 per cent of the ag¬ 
ricultural labour households in Assam were without 
land, compared to the all-India average of 57.13 
per cent*. The survey conducted by the author in 
Goalpara district and Cachar district in 1961 revealed 
that 34.78 per cent of the agricultural labour house¬ 
holds are landless, 34.78 per cent own less than half 

4. Ministry of Labour and Employment, Government of 
India, Report on the Second Agricultural Labour Enquiry, 
Vol. l.p.53. 
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a blgha and the rest own between half and less than 
3 bighas of land.'^ 


Tabu 2 

DISTRIBUTION OF AGRICULTURAL LABOUR BY 
DISTRICTS 


Total number 

DistricisIState of working 

popidalion 

Total number of Percentage of 
agricultural agricultural 

labour labour to total 

working 
population 

1 

2 

3 

4 

Goalpara 

613,310 

38,522 

6.28 

Kamrup 

834,585 

29,609 

3.55 

Darrang 

606,394 

21,147 

3.49 

Lakhimpur 

753,750 

10,407 

1.38 

Nowgoog 

449,058 

2,552 

5.02 

Sibsagar 

715,926 

13,201 

1.84 

Cachar 

478,954 

22,581 

6.80 

Garo Hills 

173,693 

3,265 

1.88 

United Khasi and 




Jaintia Hills 

228,755 

13,875 

6.06 

United Mikir and 




North Cachar Hills 

157,300 

2,224 

1.41 

Mizo Hills 

125,686 

33 

.03 

Total 

5137,411 

187,416 

3.65 


Source : Census of India 1961, Vol. I Part II-A (ii). 


The estimated annual income and expenditure per 
family were Rs. 609.00 and Rs. 622.00 respectively 
in 1950-51, while they were Rs. 754.63 and Rs. 
1043.83 respectively in 1956-57.® Thus, expenditure 
has been outpacing income. 

The standard of living of the agricultural labour 
is very low. This can be understood from the single 
fact that the income of the agricultural labour house¬ 
hold is very low and as high as 74.7 per cent of the 
total consumption expenditure is for food, of which 
again cereals account for 66.7 per cent.^ 

Minimum wages for agricultural labourers were 
fixed in the State under the Minimum Wages Act, 
1948. The rates of wages were fixed for Cachar 
district in 1953 and for the remaining districts in 
1959. The rates of wages are as follows: 

5. Author’s Lam/ Reforms in Assam since Indepenedneot 
unpublished D. Phil, thesis, University of Oauhati, 1964, Ch. VL 
The field investigation was carried out by the author in fifteen 
villages (selected purposiveiy) in Goalpara and Cachar districts. 
Some of the findings are quoted on the following pages of this 
papw. 

6. Ministry of Labour and Employment, Op, Cil., Vol. X 
p. 47. 

7. AidL, pp. 46, SO. 

28 


1. Cachar: 

(fl) For ploughing, sowing and other combined 
operations—Rs. 1.25 per day of 5 hours. 

(6) For transplanting and harvesting (including 
carrying)—Rs. 1.50 per day of 8 hours. 

(c) For thrashing—Re. 1.00 for 5 hours. 

id) For attached labourers—Rs. 20.00 per month 
for adults and Rs. 10.00 per month for 
adolescents over and above free board, lodg¬ 
ing and other existing perquisites. 

2. Other Districts 

(a) For harvesting (including carrying), thrash¬ 
ing, transplanting and operations connected 
with jute cultivation—Rs. 2.00 plus existing 
perquisites, if any, for adult male and female 
per day. 

(b) For all other operations connected with paddy 
cultivation, horticulture, poultry farming 
and cow keeping—Rs. 1.53 plus 1 meal 
(or Rs. 1,75) for adult male; Rs. 1.25 plus 
1 meal (or Rs. 1.50) for adult female; and 
Rs. 1.00 plus 1 meal for minor per day. 

(c) For attached workers—Rs. 30.00 plus food, 
shelter and clothing (or Rs. 50.00) per month 
for adults; and Rs. 15.00 plus food, shelter 
and clothing per month for minors.® 

At the initiative of the Ministry of Labour and 
Employment, Government of India, the State Govern¬ 
ment conducted a survey in seven districts of the 
State during 1960-61 to collect data on the most pre¬ 
valent wage rates and modes of payment. The 
survey revealed that the prevailing wage rates are, 
generally, higher than the minimum wage rates fixed 
under the Minimum Wages; Act.® The survey con¬ 
ducted by the author in (ioalpara district and Cachar 
district revealed that the male casual labourers get 
more than the minimum legal wages, but in some 
areas casual female labourers get less than legal 
wages. The attached workers engaged for the ag¬ 
ricultural season only generally get the legal wages, 
but those engaged for whole of the year get, in many 
cases, less than the legal wages. For all workers, 
casual as well as attached, wages during slack season 
are much lower than that during the agdcultural 
season. 

It is well known that employment in agriculture 
is not only seasonal but also irregular. During the 


8, MlnisUy of Labour and Employment, Ooveranient of 
India, AU-Indta Semtuar m Agricultural Ltdtour {August I96S) 
pp. 308-10, 

9. lbki„ p.2n. 
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periods of transplanting and harvesting the demand 
for labour is so high that in many parts of the State 
the labourers are in a very good bargaining posi¬ 
tion, but during other periods of the year they are 
either underemployed or unemployed. Those who 
have small strips of land remain engaged in their 
own land during greater part of the peak agricultural 
season and seek employment elsewhere during rest 
of the year. Non-agricultural employment oppor¬ 
tunities in the rural areas are insignificant compared 
to the total requirements of the unemployed and 
underemployed labourers in the rural areas. 

The Report on the Second Agricultural Labour 
Enquiry revealed that during 1956-57 casual adult 
male workers remained unemployed for 94 days— 
13 days for want of work and 81 days for other 
reasons. The total number of days of unemployment 
increased from 70 in 1950-51 to 94 in 1956-57; but 
the number of days unemployment due to want of 
work decreased from 29 days to 13 days.w It is signi¬ 
ficant to note that in 1956-57, the extent of unem¬ 
ployment due to want of work was the least in Assam, 
it being 14 per cent compared to 53 per cent for all- 
India average.^' Other reasons include illness, 
injury, inclement weather etc. and these prevent*the 
workers from (ioing work even when they desire to 
work. In the absence of any social security measure 
and personal savings for contingencies, the agricul¬ 
tural labourers are greatly exposed to hardship and 
privation. 

The broad conclusions that emerge from the data 
presented above regarding economic condition of the 
agricultural labour class in Assam are that: (a) more 
than half of the households are landless; (6) there is 
no dependable employment opportunities for the 
agricultural labourers during slack season; and (c) 
the standard of living of these households is very low. 

Benefits from Land Reforms and Land 
Redistribution 

The problem of agricultural labourers is not diff¬ 
erent from that of landless cultivators and the holders 
of tiny plots of land. In the Five Year Plans it was ex¬ 
pected that for the settlement of the landless workers, 
land will be available from the following sources: (a) 
surplus land above the ceiling limit; (6) Bhoodan and 
*Gramdan' donations! and (c) waste lands and other 
cultivable lands available with the Government. 

10. Ministry of Labour and Employmmt, Covermnent of 
India, Jt^por/ OR ike Second Agrlenburd Labour Enquiry, Vol. X, 

P.a8. 

t. Vol. I p. 99. 


In addition to the waste lands in the ratyatwarl 
areas, sizable areas of waste lands in Goalpara district 
came under the possession of the Government in conse¬ 
quence of Zamindari abolition. During the First 
and Second Plan periods 2.53 lakh acres of waste 
lands are reported to have been distributed by the 
State Government, mostly to the landless persons. 
During the Third Plan period (upto 1964) another 
.97 lakh acres are reported to have been distributed 
by the Government.^ For the resettlement of agri¬ 
cultural labourers in Assam, the Government of 
India gave during 1958-59 a sum of Rs. 1.21 lakhs as 
grants and Rs. .50 lakh as loan.** But from the 
available material it is not known who are the actual* 
beneficiaries and how far the agricultural labour 
households have been benefitted by this redistribution 
of land. In the villages surveyed by the author in 
Goalpara district and Cachar district not a single 
household received any land or financial assistance 
from the Government. 

The Bhoodan or voluntary land gift movement 
was initiated by Acharya Vinoba Bhave and the move¬ 
ment has now widened into Bhoodan and Gramdan. 
Under Bhoodan the landowners are asked to donate 
one-sixth of their land for redistribution among the 
landless. Gramdan is based on the ideal that all land 
should belong to the village community as a whole. 

Upto June 1965, 11,935.42 acres of land were 
donated as Bhoodan, and of this only 264.79 acres 
were distributed among the landless people.** So, a 
very small number of people have been benefitted by 
Bhoodan. The author noted in course of his field 
investigation in the districts of Goalpara and Cachar 
that the people in general are not enthusiastic about 
Bhoodan. Out of the total number of 957 villages 
as Gramdan in the districts of Lakhimpur, Kamrup, 
Sibsagar, Darrang and Goalpara, 167 villages have 
been declared as Gramdan villages under Assam Gram¬ 
dan Act 1961. It will take some years to know of the 
impact of Gramdan movement. But it is doubtful 
whether at the present man-land ratio, the Grom- 
Sahha can settle landless people gainfully on land. 
Under the Assam Gramdan Act, every person who has 
donated land and also every landless person who has 
delcared his desire to participate in the Gramdan 
community is entitled to allotment of land for personal 
cultivation.** They will be much benefitted where 

12. Ministry of Labour and Employment, Government of 
India, AU-lndla Sendnar on Agricultural Labour, Aupist 1965, 
p. 108. 

13. /&&/., P. 296, 

14. Source: Sarva Seva Sangh, Rtjghat, Vannari. 

15. Rtf. Section 17 of the Aesam Gramdan Act, 1961. 
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pooled laod is adequate for satisfying the minimum 
needs of all the cultivating households. Butthe number 
of such villages is likely to be very small in a State 
with high pressure of population on agricultural land. 

Land reform measures, particularly the fixation of 
ceiling on land holdings, aim at redistribution of sur¬ 
plus land among the landless cultivators including 
agricultural labourers. The Assam Fixation of ceil¬ 
ing on Land Holdings Act, 1956 provides that excess 
land, which had not been settled with a tenant or 
a subtenant, will be settled with the landless eultiva- 
torsi*. But only about 63,000 bighas (about 21,000 
acres) of land have been declared surplus and about 
9,000 bighas have been taken possession of upto 
March 1965.i^ As most of the surplus lands are 
under tenants and subtenants very little land will 
be available for redistribution. Thus, at the 
present ceiling level {\5Q bighas) there is no possi¬ 
bility of getting enough surplus land for settlement 
of landless households. The Assam State Acquisi¬ 
tion of Lands Belonging to Religious and Charitable 
Institution of Public Nature Act, 1959, also provides 
for the settlement of the surplus land, which is not 
under the occupation of a raiyat on the date of 
notification of acquisition, with the landless culti- 
vators.ts could not be implemented as its 

validity was challenged and the operation of the Act 
has been delayed by an order of the High Court of 
Assam and Nagaland. However, its impact is not 
likely to be significant in view of its limited scope. 
Thus, land reform measures (in their present form) 
and the land gift movement are not going to improve 
the lot of the agricultural labourers and other landless 
cultivators to any perceptible degree. 

Conclusion 

Agricultural labourers form the weaker section of 
the rural society. They are either landless or owners 
of tiny plots of land and have no dependable employ¬ 
ment in the slack season. They are not organised 
like industrial workers and there is no agency which 
can disseminate information regarding employment 
opportunities. The State Government attempted to 
resettle them on land and provide them with employ¬ 
ment in rural reconstruction works, but unfortunately 
the attempts have been unplanned, uncoordinated and 
half-hearted. 

16. Ref. Section 17 of the Act. 

17. Ministry of Food and Agriculture, Department of 
Agriculture, Government of India, Annual Report, 1964-65, 

p. 28. 

18. Ref. lotion 16 of the Act. 
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We have seen that it is not possible to distribute 
much agricultural land among the agricultural labour 
households. But it is distressing that in a country 
like India, which is engaged in building up a socialistic 
pattern of society, a large section of the rural house¬ 
holds are without even a house -site of their own. If 
ceiling on land-holdings is lowered to a reasonable 
level, surplus lands in the tea garden are acquired and 
waste lands are reclaimed, it may be possible to 
provide a large number of landless households in the 
State with a house-site.*® In the process of resettle¬ 
ment, however, some households may have to be 
shifted from one area to another. The solution of the 
problem of unemployment and underemployment in 
rural areas lies in an effective policy of creating addi¬ 
tional employment opportunities outside agriculture 
which can absorb surplus agricultural labour. At 
present, generally, there is no dearth of employment 
opportunities during agricullural season. Of course, in 
some areas agricultural labourers remain unemployed 
or underemployed for some time during agricultural 
season due to immobility and lack of knowledge about 
employment opportunities elsewhere. During slack 
season, unemployment and underemployment arc 
usual features almost everywhere in the State. It 
is a well known fact that a larger section of the un¬ 
employed labourers in the rural areas of Assam arc 
averse to manual work in the non-agricultural deve¬ 
lopment projects. In recent years, the employment 
opportunities have increased considerably in the 
industrial projects and other development projects 
like extension of railways and roads, but local labourers 
are not coming forth in adequate numbers. The 
proportion of workers coming from rural areas of other 
States is higher than from within the State.®® The 
agricultural labourers should be made aware of the 

( Continued on page 34 ) 


19. If on the basis of the recommendation of the Planning 
Commission three times the ‘family holding’ is taken as a limit 
for the ceiling, then in Assam the ceiling level should be lowered 
from 150 bighas (about 50 acres) to 60 bighas (about 20 acres). 
The data collected by the author in course of his survey and 
N.S.S. (Eighth Round)data, on land holdings show that lower¬ 
ing of ceiling at 60 bighas, with the provision of some relaxation 
for inferior land, will make available for redistribution not less 
than 12 lakh bighas of land. The statistics regarding area 
settled with tea estates and area under tea cultivation indicate 
that there are vast areas of unutilised land under the possession 
of tea estates. 

Details are available in author's unpublished D. IHiil: 
thesis (Ch. V) mentioned above. 

20. Ministry of Labour and Empimrment, Government of 
India, All-India Seminar on Agricultural Labour^ August 1965, 
p. 126. 
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Recession Hits Engineering Industries 


B. L. Sarap 


Call it what you will—recesbion, slump or slackness— 
our economy is currently faced with a serious crisis. 
The Union Finance Minister prefers to call it a slump, 
while others fear something serious than that. In¬ 
fact, today our economy is faced with dual contradic¬ 
tions—the existence of the recession along with 
inflation. For the last twenty ycais, industries in India 
have grown under inflationary conditions which have 
generaly been accompanied by a seller’s market, where 
the producer cares least for the cost and quality of 
the products. This is the first time after the sa'ond 
world war that ’lhc industrialists in this country have 
begun to face a buyer’s market. Having become 
accustomed |o a sheltered and secured market for their 
goods for so long, they lind the change very disturbing. 
The present crisis, rightly called the recession, is only 
sectoral, perhaps only a stagnancy or general slackness 
in the economy. It has affected different industries 
differently. The fall in demand in some industries 
is much more than in others. The traditional indus¬ 
tries like cotton, jute, wool and coal are passing through 
a critical period. But the worst hit have been the 
engineering industries. 

Over all Position 

There is a growing imbalance between production 
and demand resulting in undif-utilization of the capa¬ 
city and accumulation of stocks. The overall position 
is characterised by business uncertainty, smaller 
investment, low production, increasing idle-capacity, 
reduced exports, increasing labour and material costs, 
financial difficulties and above all greater unemploy¬ 
ment. A recent analysis of the production and capa¬ 
city utilization for 1965 and 1966 in respect of about 
400 industries shows that the production has declined 
in respect of about 133 industries. Table 1 indicates 

Sbri BJL. Saraf is in the Department of Commerce, Oorakpur 
UnivM^, Gorakhpur. 
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the large increase in idle capacity in respect of some 
industries: 


Table f 

IDLE CAPACITY AS PERCENTAGE OF TOTAL 
INSTALLED CAPACITY 


Industry 

1965 

1966 

Boilers 

28 

66 

Agricultural Machinery 

10 

76 

Tea Machinery 

38 

46 

Machine Tools 

25 

28 

Steel Castings 

25 

53 

Steel Forgings 

6 

36 

Electric Fans 

5 

14 

Welding Electodes 

28 

33 

Railway Wagons 

14 

49 

Heavy Structurais 

14 

35 


Source: Analyxis made by the Federation of Indian Chambers of 
Commerce and Industry, 


It is, however, not correct to say that all engineering 
industries are facing a recession. There arc, in fact, 
a number of industries where production has remained 
steady or even gone up. Important among them arc 
shown in Table 2 


Table 2 

INDUSTRIES NOT HIT BY RECESSION 
(Production in Million Rs.) 


Industry 

1965 

1966 

Cement Machinery 

49 

61 

Sugar-Mill Machinery 

80 

87 

Mataliurgical Machinery 

32 

43 

Paper and Pulp Machinery 

16 

23 

Conv^ng Equipment 

274 

465 

Roller-Bearing etc. (in numbers) 

8.84 milU 

9.16ffliiU 


Soiuee: Ct^ltal, August 19S7 
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The recession, according to the Union Minister for 
Industrial Development exists only in steel-cast* 
ings, structurals cast-iron spun pipes, textiles, mining, 
and coal machinery, automobilies, construction 
equipments, machine-tools and the railway-wagon 
industries. 

Steel Castings 

The growth of the industry has been closely linked 
with the manufacture of the railway-rolling stock, 
automobile and other industrial machineries. The 
demand for all types of coatings such as carbon-steel, 
low-alloy steel, medium alloy steel is estimated by the 
Planning Commission at 2,00,000 tonnes a year by 
1970-71. The Commission has estimated that the 
total capacity of2,25,000 tonnes a year would be need¬ 
ed to ensure this production. As against this, the 
capacity already installed comes to 2,54,010 tonnes 
which includes 83,200 tonnes a year in the public 
sector. The total production of steel-castings in the 
private sector during the year 1964 to 1967 was as 
follows: 

Year Production in tonnes 

1964- 65 57,780 

1965- 66 60,450 

1966- 67 54,490 

From the above figures of production, it will be 
observed that there has been a fall in the actual prod¬ 
uction, and during the last year full capacity could 
not be utilized. 

Structurals 

The current estimate of the demand for structurals 
is of the order of 6,12,000 tonnes. The total existing 
capacity is about 7,50,000 tonnes. Production 
figures of 1965 reveal that about 50 per cent of the 
capacity for light structurals and about 75 per cent to 
80 percent of the capacity of heavy structurals is being 
utilized. The recent issue of tenders for 1,50,000 
tonnes structurals by the Bokaro Steel Plant is expected 
to ease the situation. 

Cast-Iron Spun Pipes 

The production of cast-iron spun pipes during the 
last three years was as follows: 

Year Production in tonnes 

1964- 65 2,34,399 

1965- 66 2,53,392 

1966- 67 2,23,000 


Hie total installed capacity in the industry ia 
3,58,540 tonnes. Another 1,41,000 tonnes capacity 
a year is likely to be added in the near future. It 
will take the total capacity to about 5,00,000 tonnes. 

Railway Wagons 

The following figures of production during the past 
three years reveal that the production during 1966-67 
was almost half of the previous year’s. The curtail¬ 
ment of the programme for production has resulted 
not only in idle capacity in wagon-building industry, 
but also in the steel-casting and forging industry. 


Year 

Production in number 


four-wheeler 

1964-65 

27,238 

1965-66 

27,000 

1966-67 

14,857 


Textile-Machinery 

The textile machinery industry is closely linked 
with that of the textile industry. As there is severe 
recession in the textile industry, the demand for 
machinery either for setting up new units or for the 
modernization and expansion of the existing units has 
considerably gone down. Even where orders has been 
placed earlier for the units for machinery, the same are 
not being honoured. The textile machinery industry, 
therefore, has had to cut down production from Rs. 
240 millions during 1965 to Rs. 180 millions during 
1966. At present, the installed capacity in the industry 
is for an output worth Rs. 40 crores a year. The same 
is the position of Jute and Coal Machinery industries. 

Automobiles 

The road-transport industry is adversely hit by the 
Government taxes and levies and now it has become 
uneconomic to operate. The tax content in the cost of 
operation of a truck in India is over 30 percent as 
against only 5 per cent in U.S.A. and 17 per cent in 
U.K. The demand for jeeps has also gone down after 
the elections are over. The consumers have started 
cancelling their registrations for car requirements. 

Machine Tools 

Machine tool industry grows with boom and 
suffers first under the conditions of recession. The 
year of 1965 witnessed the emergence of a different 
climate for this industry, that compelled even the most 
enterprising industrialists to lie low. This meant a 
drastic cut in the country’s requirement of machine 
tools. Last year, the Hindustan Machine Tool 
Company (HMT) had a record figure of stoqk of 
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machine tools valued at about Rs. l.S crores. It will 
be interesting to know that in the preceding period of 
about two years, the factory was able to sell oriy about 
Rs. 1 crore worth of machine tools a month, as against 
a monthly production of Rs. 1.5 crores. This stock 
accumulation registered a steady increase and by Jan¬ 
uary last the H.M.T. had unsold stock of machine tools 
valued at Rs. 2.5 crores. Although, a good deal of 
these stocks have been cleared now, even, so, accu¬ 
mulation still continues. The obvious result of the 
^onomic recession has been, therefore, a downward 
trend in its production. With an established capacity 
of Rs. 18 crores a year, it was possible for the H.M.T. 
to catch up to only Rs. 12.5 crores last year. 

Causes of Recession 

Let us now examine the causes of the slackness in 
the economy. The setback to the various industries 
in the engineering sector is the outcome of several 
factors-operating on both the supply and demand side. 

High Prices 

Due to fall in the agricultural production in 1965-66 
and continuous increase in population at a rate of more 
than 2.4 per cent every year, the prices of essential 
goods increased to such an extent that even people in 
higher income group find themselves unable to pur¬ 
chase consumer-comfort goods. Thus the immediate 
cause of recession is the curtailment of demand for 
basic goods. The figures related to the food produc¬ 
tion, money supply and the whole-sale price index- 
numbers as shown in Table 3 reveal that the increase 
in money supply has nullified the favourable impact 
of increased food production on the price level and 
pushed the latter upwards. The continuous and 
steep increase in the prices of agricultural commodities 


Table 3 

WHOLESALE PRICE INDEX, FOOD PRODUCTION AND 
MONEY SUPPLY 


Year 

Whole-Sale Price- 
Index (1952-53 
->100) 

Food-Production 
(in Million 
Tonnes) 

{Increase in 
(Money Supply 
in Crores of Rs.) 

1937-58 

108.4 

66 50 

71 

1958-59 

112.9 

78.69 

113 

1959-60 

117.1 

76.70 

194 

1960-61 

124.9 

82.02 

199 

1961-62 

125.1 

82.71 

177 

1962-63 

127.9 

78.45 

264 

1963-64 

135.3 

80.24 

442 

1964-65 

132,7 

89.00 

328 

1965-66 

165.1 

72.76 

449 

1966-67 

191.0 

79 JX) 

425 


Source : R.BJ, Bulletin 
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led to the transfer of purchasing power from urban to 
rural s«;tor. This meant that the urban people had 
smaller incomes to be spent on manufactured articles. 
On the contrary, rural sector did not spend any consi¬ 
derable part of its income on manufactures partic¬ 
ularly engineering goods which meant a smaller 
demand for industrial goods. 

Curtailment of Government Buying Programme 

It was in 1965 that the Indian economy struck a 
discordant note for the first time. All economic 
activities were seriously affected. Several economic 
controls, credit-squeeze and foreign exchange restric¬ 
tions were imposed. The political uncertainty create^ 
by the aggressive attitude of two of India’s neighbours 
aggravated the situation further. These resulted in 
the curtailment of Government buying programme. 
The Railway Board had cut down the programme of 
wagon-building in 1966-67 by 33 per cent from the 
level of 1965-66. The cut has been retained even in 
the current budget. The decline in orders from the 
railways affected various sections of engineering 
industries manufacturing wagons, signals, girders, 
track-materials, iron and steel castings and forging 
etc. Thus, an equally important cau.se of recession is 
the reduction of the production expenditure in the 
public and private sectors. 

Declining Exports 

Indian exports went down from $ 1720 millions in 
June 1965 May-June 1966 to ^ 1525 millions in June 
1966-May 1967, thus affecting a 12 per cent decline 
in terms of foreign exchange, inspite of the devalua¬ 
tion ofrupeein June 1966. On the other hand, liberal 
use of foreign aid after devaluation encouraged import 
of some materials and goods which were produced 
indigenously. Both these phenomena have affected 
the demand of industrial goods. 

Fiscal and Monetary Policies 

The fiscal and monetary policy of the Govern¬ 
ment of India accentuated the adverse conditions. 
The increase in indirect taxes pushed up the increasing 
prices. The increase in corporate taxation has not 
left much room for combating recession by price 
reduction. The Reserve Bank of India was too 
restrictive in its policies. The rise in the interest rates, 
the increase in the liquidity ratio of banks, com¬ 
pulsory investments of deposits in treasury bUls and 
restriction in the distribution of bank advances bet- 
tween trade and industry or advances against shares 
and commodities affected sales and interrupted the 
flow of production. The situation has been aggra- 
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vated by extreme forces of labour indiscipline like 
slow-working, strikes and gheraos etc. 

Govkrnment's Action 

It is a matter of importance that the Government 
has taken certain steps towards combating reces¬ 
sionary trends in industry. These arc: dclicensing of 
some industries, permitting diversification under 
certain circumstances; partial libcrlisation of imports 
of raw-materials, spare-parts and components; placing 
of orders in advcncc for railways; the expansion and 
modernization of textile, jute and coal industries rand 
provision of export finance to encourage the export 
of metallurgical and engineering products. Recently, 
the Reserve Bank of India announced certain 
measures to mitigate the impact of recession through 
selective expansion of bunk credit to some engineering 
goods industries. Greater credit facilities arc an¬ 


nounced to producers to enable them to supply their 
products for abroad or for selling them within the 
country on deferred payment basis as also for sales 
on hire-purchase terms. Foreign exchange resources 
arc planned to deploy in such a manner as to stimulate 
indigenous production of machinery and equipment 
that arc at present imported from abroad. 

All this is in the right direction. But, obviously, 
much more still needs to be done. It is a challenge 
which is to be accepted by all quarters. What is 
required is a bold anti-inflationary policy to correct 
the present imbalances in the price-cost structure in the 
economy before a healthy reflationary policy is under¬ 
taken. The economy must (ir.st be taken out of the 
mess created by administered prices, inefftcient controls 
and a rigid cost structure. Our industrialists must 
realise that it is as much their duty to help themselves 
as it is the Government’s to help them. 


AGRICULTURAL LABOUR IN ASSAM 
{Continued from page 30) 

employment opportunities outside agriculture and 
encouraged to take advantage of the employment 
opportunities in the growing industrial centres and 
other development projects in the State. Employ¬ 
ment opportunities may also be considerably increased 
by encouraging and assisting the development of agro- 
industries, handloom and cottage industries.®^ The 
programmes of rural works in the Development 
Blocks may also be undertaken during the slack 
agricultural seasons when there is greater demand for 
employment in the rural areas. 


21. The following industries should receive special allention: 
Paddy husking, handloom (cotton and silk), handicarafts 
(bomboo and cane), bee-keeping and brick making. The rice 
mills not only ^ect adversely rural employment, but 
also destroy the nutritive value of rice.lt is desirable 
that some restrictions are imposed on the establish¬ 
ment of rice mills in the' rural and semi-urban areas 
and paddy husking is revived to provide continuous 
employment [in the rural areas. Handloom industry is not 
only an old industry of Assam, but also a part of Assamese 
culture. If properly assisted and guided on right lines, it will 
greatly help in augmenting the income of the rural families 
and also give them an opportunity for the expression of their 
artistic sense. Bamboo and cane are available in many parts 
of the state and as such it is possible to provide more employ¬ 
ment opportunities by giving suitable training in and assistance 
for making bamboo and cane products for wider market. Bee¬ 
keeping should be encouraged. With the increase in construc¬ 
tion works the demand for bricks is on the increase. People 
living in the villages near urban and semi-urban areas may be 
engaged in brick-making industry. 


ECONOMIC GROWTH IN INDIA AND 
CHINA 

{Continued from page 24) 

population problem is unresolved. The consumer 
industries have lagged behind heavy industries. 
Furthermore, the traditional social and cultural 
patterns have been completely uprooted. “One 
must ask how long such discipline can be maintained 
without relaxation and, if relaxation comes, what 
other changes might follow?” 

The only complete answer then to our question 
posed above regarding the future prospects of cither 
country is; Time will tell. China's forced draft 
method and India’s moderate method have both 
attained certain successes and failures. Presently 
both the countries are in the throes of commotion. 
In China there is almost a civil war. In India, general 
laxity of dicipline and a crisis of confidence are 
potential threats to the very existence of the country. 
Whether China or India weathers the storm will 
give an edge to one over the other. 
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Gleanings from the Press 


TWO WORLDS OF RICH AND POOR 

The G.A.T.T. Conference in Geneva did nothing for 
the underdeveloped and poor nations. In fact in 
so far as it improved the terms of trade between the 
developed countries it left them worse olf than 
before. The second UNCTAD now sitting in New 
Delhi is a belated effort to rectify this failure and to 
see what can be done not so much to prevent the rich 
growing richer as to prevent the poor from falling 
further behind them. 

Even the most optimistic of UNCTAD's propo¬ 
nents have small hope that the New Delhi meeting 
will achieve its objectives. The liming could hardly 

be worse. The affluent countries are obsessed with 

\ 

the husbanding of their monetary reserves. They 
are engaged in a neo-mercantilist scramble to sell 
more and buy less from abroad, to cut down foreign 
outlays on everything from tourism to aid. 

The West, in other words, is being asked to grant 
concessions at the very time when it is in practical 
terms cutting back on the concessions now in exis¬ 
tence. President Johnson has just finished outlining 
the protective measure of his administration. The 
British arc at the beginning of a new and more 
stringent austerity programme. In Canada where 
we have reached neither the stage of restriction nor 
any real stage of austerity, the changing conditions 
arc being felt also. 

But without action those problems will be aggra¬ 
vated. Declining standards in the undeveloped and 
poor countries contain other built-in dangers to the 
West . Instability, political and economic, over a 
large part of the world, will t-ost the Western World 
more than the kind of concessions which are being 
called for at the UNCTAD meeting. 

The Southern Hemisphere economies tied to one 
or two crops like coffee in Brazil and rubber and tea 
in Ceylon are very vulnerable. While prices of what 
they have to sell are declining or at best rising mini¬ 
mally, the cost of what they have to buy, such as 
industrial equipment, has increased sharply. Since 
1960 it is estimated that this worsening in terms of 
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trade has cost poor nations thirteen billion dollars 
or nearly forty percent of Western aid. 

It is easy to criticise the undeveloped nations for 
their own obvious failing. We hear much about 
inefficiency and utopian schemes of economic gran¬ 
deur but essentially this is irrelevant. What is im¬ 
portant from the purely selfish Western view is a 
proper understanding of what lies ahead. Either we 
help, lealizing that much of what we do will be wasted, 
or we stand aside and watch the collapse of the 
undeveloped world. The price of the former may 
be formidable but it will be strikingly less than the 
price that will have to be paid to pick up the pieces. 
Generous commodity agreements which would 
account for nearly ninety percent ol‘ export earnings 
of the Southern Hemisphere nations are a cheap 
price to pay for maintaining peace over a large part 
of the world. 

The Montreal Star, February 5, 1968 


UNEQUALS IN UNCTAD 

pRUsrRATiON will perhaps be the dominant feeling 
in the atmosphere of discussion in the second United 
Nations Conference on Trade and Development now 
meeting in New Delhi. Since it iirst met in Geneva 
in 1964, very little progress has been made towards 
the achievement of its main objective of securing for 
the developing countries a fair deal in trade and aid 
from the advanced industrial nations. Nor have the 
prospects for the future shown improvement. 

Here is an excellent opportunity for the devel¬ 
oping nations to explore the scope that undoubtedly 
exists for closer coordination of their intra-regional 
and inter-regional trading and plans for mutual 
assistance. While calling for new attitudes on the 
part ofthe affluent nations, the sponsors of UNCTAD 
should also have sufficient introspection to see how 
they can help themselves and avoid unhealthy 
dependence on, and the consequent resentment against, 
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those who seem still unready to think m imaginative 
and global terms of their obligations to those strug¬ 
gling to make use of their political freedom for 
economic emancipation. 

UNCTAD’s talc of grievances has been often 
stated. Contrary to earlier hopes, aid has been dec- 
clining both in absolute terms and as a proportion of 
the national income of tbe givers. Where aid is 
tied, its real value is considerably diminished. Agencies 
like the International Development As.sociation have 
reached the end of their resources and the rate of their 
replenishment is slow and small. With the increas¬ 
ing volume of servicing obligations and repayment 
of loans, the net aid flowing for development has 
steadily declined. On these matters, however, 
UNCTAD can at best only appeal to the con¬ 
science of the well-to-do nations. But on the 
steady deterioration in the terms of trade between 
them and the poorer countries, the latter have been 
continuously sinned against; not only has their 
bargaining power been broken but that of the 
dustrial nations has been enormously strengthened to 
insecure progressively rising prices for the manu¬ 
factured goods. This highly uneven bargaining 
capacity is implicit in the present structure of world 
trade. It is true, however, that the developing 
nations have sometimes contributed to their mis¬ 
fortune by following unwise fiscal and economic 
policies leading to enforced devaluation of their 
currencies, thereby aggravating the adverse trends 
in their terms of trade. But their helplessness in 
influencing international economic trends, which is 
the outstanding fact of world trade, cannot be a 
permanent feature of the world economy. 

Commodity agreements to prpvide price supports 
for primary products of the poor countries have not 
been possible in most cases; the fate of the recent 
discussions on coffee is one example of the obstacles 
they have to surmount. GATT, and the Kennedy 
Round under its auspices, have only added to the 
many rich men’s clubs where the fate of the poorer 
nations is wholly ignored. Trading with Eastern 
Europe has provided the practical means of repaying 
aid which the West has yet to match by any system 
of its own; but even this has created some problems 
of pricing and diversion of trade from areas where 
free foreign exchange is earned. Tariffs, preferences 
and concealed export subsidies and import or inter¬ 
nal levies have operated consistently to shut out 
whatever manufactures the developing countries 
could offer to the developed in exchange for what 
they need by way of capital goods and machinery. 
New guidelines are, therefore required for the future 
for both sides. But before these can be devised, new 
attitudes will be needed to facilitate the moral com¬ 
mitments which should precede the material. 

The Statesman, February 1,1968 
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A CULTURE WAR ? 

What is now happening in Madras can only be des¬ 
cribed as an example of linguistic chauvinism at its 
worst. 

Predictably, the events in Madras have provided 
an cxecuse to extremist elements in Bombay and 
other places to start an agitation against the exhibi¬ 
tion of South Indian films. 

Ironically, the campaign wilt hit Madras which is 
one of the major centres for the production ol' Hindi 
films. This is a typical case of cutting the nose to 
spite the face. Leaders of the DMK continue to 
insist that they are not against Hindi films but arc 
merely “respecting” the sentiment of students. But 
this is only to rationalise the State Government’s 
impotence. The question, moreover, is not who 
started this game first. The challenge is to prevent 
the language controversy from degenerating into a 
culture war. 

The Times of India , February 4,1968 


DFMOCRACY AND DISC1P1.1NI 

PRKSiDhNT 2^kir Hu.sain ha^ rightly characteristil 
indiscipline and violence Ui the two pitfalls of 
democracy. Without a certain amount of discipline 
no nation can hope to prosper, for all work demands 
a measure of discipline. Civilians are tlie soliders 
on the home front. 

Nothing is more saddening than the growth of 
indiscipline among the young. That a group of NCC 
boys and girls participating in the ceremonial 
Republic Day Parade at Mercara should have refused 
to salute the flag because the command was given in 
Hindi instead of English is an example of the extent 
to which the virus of indiscipline has infected the 
young. 

Today the canker of indiscipline has infected all 
our organisations—political parties. Parliament, 
legislative assemblies, trade unions and, what is more 
deplorable of all, educational institutions from which 
the nation’s youth should derive their inspiration and 
instruction. 

Violence is the natural concomitant of indiscip¬ 
line, for an undisciplined nation will sooner or later 
lose its respect for law and order. The burning of 
trains, the attack on innocent bystanders, arson and 
looting that have been witnessed in recent months 
have cost the country dear in loss of lives and pro¬ 
perty. What is perhaps worse is the steady erosion 
of the moral fibre of the nation. 

It would be tragic if India—the land of Gandhiji 
—threw all his moral precepts to the winds and con¬ 
tinued to indulge in the cult of violence. If violence 
and indiscipline continue to hold their sway over this 
land, we shall sooner or later hear the death knell 
of democracy and of the civilised way of life. 

tlu Sunday Standard, February 4,1968 
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Book Reviews 


The India We Want, Surendra J. Patel, P.C. Manaktala 
and Sons (P) Ltd., 1966, pp. xvii4-223, Rs. 22.50. 

Unlike many books whose titles sound high but are 
shallow in their contents, the book under review 
stands out as an exception in the literature on 
planning. Its significance lies in linking the past 
with the present and then projecting the economic 
perspective for the future. The author has a solemn 
aim in this work. Its main objective is to work out 
the possibilities for the creation of an affiuent India 
in an adult’s life time. It is no doubt a formidable 
ambition. The author has shown dexlrity in cxplor- 
ring various strategies and presented a clear picture 
showing that the task is not unraanagable. 

The first chapter deals with the world economy 
in transition. In this the author has surveyed 
the vast economic and social transformation in the 
industrial countries over the last century. Having 
set the stage the author quickly proceeds to delin¬ 
eate the main contours of the India we want. He 
takes the midpoint of the last century which has 
marked the great watershed, dividing all preceding 
history from what followed. There arc three powerful 
indicators—technical and scientific, social, and eco¬ 
nomic—to make such demarcation effective. After 
studying the changes in the developed countries whose 
preindustrialised state is succintly compared with that 
of developing countries, the author systematically 
proceeds to seek main lessors of economic growth 
with a view to formulate the objectives of deve¬ 
lopment economies. 

To answer the question, what kind of India wc 
want? is a difficult one, for it involves both subjective 
and objective elements. But the author has taken 
pains to show that India can attain today’s affluence 
of America within a generation. For this he has 
pinpointed that the resolution of all India Congress 
Committee, May 1929. ‘In order to remove the po¬ 
verty and misery of the Indian people and to amelio¬ 
rate the condition of the masses, it is essential to make 
revolutionary changes in the present economic and 
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social structure of society and to remove the gross 
inequalities’ (p. 43) should be adhered to both in its 
spirit and letter. 

After dealing with achievements since 1950, the 
author has shown concern at the growing economic 
gap betweeen poverty and affluence which has already 
tilled the balance in favour of the ‘haves’ at the cost of 
‘have-nots’. If our planning experience is of any 
lesson for the future, the author’s utopian ideal of 
achieving American standard of living within a gene¬ 
ration will be hardly realisable. Unattainable sights 
of planning accelerate the rate of frustration, among 
the masses. Ultimately it may tend to political ins¬ 
tability whose signal has been on since the fourth 
general elections in our country. 

The author next passes on to the strategy of agri¬ 
cultural advance. He has highlighted that the task 
of formulating precise blueprints requires a body of 
settled knowledge and convictions as its basis, 
(p. 31). For want of such information and deter¬ 
mined effort on the part of government, food supplies, 
together with public finance and foreign exchange, 
have formed the unholy trinity which has plagued 
our planning efforts from the beginning. Having 
miserably failed on the food front, the government 
should not be apologetic merely due to bad weather 
conditions, but should, on the other hand, locate 
the villain and banish him out of our woodlands 
so that he would not raise his ugly head to menac¬ 
ing proportions. But so far our heroism has only 
been shown on paper and not in practice to our dis¬ 
may. The author’s suggested treatment on agri¬ 
culture is scientific. He has fixed the target of 
agricultural growth to be 2.2 times over the next 
four to five decades. Conditions of production on 
the one hand and agrarian solution on the other, 
necessitate a more intensive agriculture. The 
author has rightly pointed out that the main consi¬ 
derations of the structuralists and the technocrats 
can perhaps converge to ‘an organization of proper 
incentives and the availability of new techniques in 
readily applicable forms’ (p. 118). In India there is 
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a case for the retention of small farms. A fair deal 
in the supplies of inputs between small and big farms 
would seem to serve both the overall national inte¬ 
rest of maximum beneht from existing limited sup¬ 
plies and of the creation of a more just and egali¬ 
tarian framework which is a prerequisite for a rapid 
upsurge of agricultural output, (p. 122). 

Industrial transformation is a must for rapid 
economic development. In the preplanning period 
it was the will of the private entrepreneur who embark¬ 
ed upon enterprises with profit motivation. In the 
planning period the connotation of private profit 
is losing its former appeal. Fair profit should be 
the hall mark of economic policy. 

The case of industrialisation is well presented. 
Rapid industrialisation is necessary to create new 
channels of employment and to increase the level 
of national income whose expansion through the 
development of agriculture is limited in the absence 
of its export prospects. The author has rightly 
observed that it was for these reasons that in the 
economic transition of the industrial countries 
over the last century, population rose under three 
times, agricultural output under five times, and. 
industrial output nearly fifty times. The author has 
estimated targets of industrial expansion for India to 
be able to produce ‘over 1000 million tons of energy 
(in Coal equivalent), 500 to 600 billion KW. of 
electricity, nearly 100 million tons of cement and steel 
15-17 million tons of sulphuric acid, over 20 million 
tons of plant nutrients and some 5 million tons of 
fibres (p. 140), within a period of generation. It is 


no doubt on the high side of optimism unless certain 
drastic structural changes on social and economic 
fronts are brought about before the exploiters take 
lead over the exploited in their pursuits of self- 
aggrandizement. 

To mobilise resources for transition to attain 
the objectives catalogued is an uphill task. The 
author has quoted Professor Lewis’ view that ‘capital 
has not been as scarce as expected, first because the 
capital output ratio turned out to be unusually low, 
second because more foreign aid became avaiable, 
and, third, because some of these countries are manag¬ 
ing to save more’ (p. 153). However, in actual 
practice resource mobilization to the extent of devel¬ 
opmental needs involves both political and economic 
issues internally and externally. Since this subject 
is too wide to bedealt with elaborately, the author has 
selected three main items for elaboration: the supply 
of skilled manpower, raising investments for the 
economic and social transition, and maintaining exter¬ 
nal balance. On the basis of factual data it is true 
that the developing countries are relatively better 
situated vis-a-vis the developed countries in the stock 
of the skilled manpower than that of their capital 
equipment. 

The author ends his work with an epilogue to 
sum up those points which are relevant to the main 
theme—the transformation of India into an affluent 
and socialist society. He has remarkably driven 
home many truths about development economics 
to rethink over the issues at stake. 

N. Seethapathi Rau 


CONTRIBUTING TO NATION’S PROGRESS 

After achieving independence India is marching ahead with national development 
projects. The Five-Year Plans are further steps forward towards building up a 
newer and better India. Private sector should contribute towards the fulfilment of 
the ambitious plans. 

We, on our little part, are always striving to serve our country by manufacturing 
the following 

Pharmaceuticals —Drugs and Galenicals, medicinal specialities, Injectables. 
Chemicals —^Heavy, Fine and Technical. 

Laboratory Reagents 

Soaps & Cosmetics —viz Margo Soap, Neem Tooth Paste, etc. 

Essential Oils & Aromatic Chemicals 
Disinfectants & Antiseptics 

THE CALCUTTA CHEMICAL CO., LTD. 

Head Office : 

35, PANDITIA ROAD, CALCUrTA-29 
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What was once an usiy sluntt is now a well- 
planned housing colony. All over the country 
new residential colenlee are springing up, 
bringing improved living standards and 
public health amenities to previously neglect¬ 
ed areas. Much of this j>rogress has been 
made possible through LIC Investments. 

Year after year, LIC aids housing progress 
through leans to State Governments for 
housing schemes, schools and other welfare 
projects. In other spheres of development 
too—transport, agriculture, and industry— 
UC investments play a vital role. LIC invests 
aver Rs. 3 million every day to better the 
standard of living. 


These were some of LIC in 


31st. 1967 


Loans to State Govts, for 
Housing Schemes 

Loans to Co-operative Housing 
and Finance Societies 

Cement 
Electricity 
iron'A Steel 


Rs. 83,33.74 

Rs. 29,4l.58 
Rs, ♦,«.47 
Rs. 12.76.37 
Rs. 17.07.53 


Your welfare is our responsibility. 


ift Jttsumnee (Torp oration of Jndia 














Mysore Goreniment' 
Sik Weaving Factory 
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The Presidents and Secretaries of the PCCs who met in Delhi 
on February 24 carried on their deliberations for full three days. 
It was the longest meeting of its kind in recent years, llie 
Pradesh Chiefs spoke freely and fully on the problems facing 
them and the new anxieties which await them. They showed 
a keen awareness of the critical times through which both the 
country and the organisation are passing. The question whether 
the Congress should be a Parliamentary party or what might be 
called a mass party did not greatly trouble their minds. There 
was practically no doubt in their minds that the Congress had to 
continue to be a mass party which meant that it was not enough 
for the Congress to be what was narrowly described as a parliao 
mentary party. It may be that most parties in democratic 
countries are parliamentary parties. Their main purpose is to 
fight elections on the basis of their ideology and programme and 
form governments and when that is not possible to function as an 
opposition. The country judges these parties by the level of 
their performance either at the governmental level or by the 
quality of their performance in opposition. It is so in India too 
after independence but with a big difference. Conditions in 
India call for constant touch with the people and their problems 
at many levels. A time was when many important Congress¬ 
men thought that after independence the most effective agency 
for reconstructing India was the vast administrative apparatus 
of the Central and the State governments. This administrative 
apparatus contained a considerable part of the talent the country 
possessed. There is now an increasing realisation that the 
administrative services with all their talent, energy and capacity, 
cannot faithfully mirror the needs and aspirations of the people. 
The administrative service cadres live in a world of their own, 
guided by rules and conception of duty which in themselves put 
certain limitations on their capacity to serve and keep in touch 
with public thinking. In a developed country, the administra¬ 
tive services evolving as they did in response to the needs of 
a changing society answered needs of different sections of the 
people. But a developing country has to look for means and 
agencies other than the official class. That in itself explains the 
need for the Congress organisation to function in an effective 
manner so that it is able to do the work which is for the moment 
beyond the scope of the official class. The Congress also has 
a tradition of mass contact. This tradition weakened appre¬ 
ciably after the formation of Congrm governments at the Centre 
and in most States. This weakening was not a source of acuta 
worry because conditions in the country were more or less 
normal but there are now some disturbing develc^ments in the 





country. Some of these developments are connected 
with economic growth and the setbacks it receives 
from time to time. There are other developments 
which can be traced to the working of democracy in 
India. 

The administrative services with, all their talent 
and whatever other virtues that might be attributed 
to them labour under a serious limitation. There 
is need for the continued existence— in the parti¬ 
cular context in which the Congress has grown and 
in the context in which democracy is functioning in 
India —of an organisation like the Congress which 
can reflect popular will on many issues and also popu¬ 
lar discontent. Once this need is recognised cer¬ 
tain consequences follow. An obvious consequence 
is that the Congress should be an efficient organisa¬ 
tion—and not the inefficient thing it is today—in 
terras of current realities and not the realities which 
existed two or three decades ago. There is need to 
have a close look at the way the Congress organisa¬ 
tion is functioning in order to meet the current chal¬ 
lenges. A close look will reveal many inefficiencies, 
ft is not the Congress worker who is at fault or who 
should be held accountable. He is carrying on with 
the limited vision and the limited means he has. 
There are many aspects of the complex picture of 
India of today which, perhaps, he is unable to compre¬ 
hend or which puzzle and even irritate him. It is 
those who are more fortunately circumstanced or who 
who have more opportunities to learn and study 
that must first understand the changing picture and 
convey this understanding to the bulk of our workers. 
But it is not enough to understand the political or the 
economic scene. A Congress worker has to direct 
and guide a variety of forces in his own sphere of 
influence in the light of the basic creed and policies 
of the Congress. If this guiding hand is missing other 
guiding hands will be available taking the country 
into chaos or into a narrow communal prison or 
a false economic and social system. There are in 
evidence even tendencies which would disintegrate 
the country. 

The PCC Presidents and Secretaries, therefore, 
when they expressed themselves on issues before them 
had this sombre perspective in view. They had a 
heightened awareness of the critical times through 
which the country was passing and a steady decline 
in their capacity to face them. This decline must be 
arrested. This arrest is possible if through a series 
of new measures the Congress organisation is made 
more potent, more dynamic and more widely based. 
We have the kisans, the industrial labour, the explosive 
youth, the women, the lower middle class and a 


growing intelligentsia. Each section of the commun¬ 
ity has its problems, discontents and anxieties. Each 
section can look forward to solving its problems 
provided the basic structure of the new social order 
we are aiming at remains intact. This basic structure 
itself is exposed to threats of various kinds. 

The PCC Chiefs did well in specifying each area 
of activity and suggesting measures of improvement 
for which there is enormous scope. This requires 
a re-emergence of what might be called a crusading 
spirit. This in turn requires a closer bond of under¬ 
standing and comradeship between the leadership 
and the rank and file. If there is emerging a class 
of Congressmen which has a certain sense of superio¬ 
rity or aloofness they will come in the way of the 
Congress organisation playing the right role in an 
effective manner. A series of suggestions dealing 
with this matter was put forward at the conference. 

The youth problem was approached from several 
angles. The Congress hitherto had abstained from 
any political activity among students. This absten¬ 
tion was the right thing to do and should continue. 
But can it remain a passive spectator of political 
influences at work in the student community 
especially when these influences weaken the very 
foundations of democracy and national integration. 
The problem of youth in its wider aspect reveals a 
disturbing state of affairs. 

All this and much else requires continuous study. 
As a party we have to have a good research and study 
section. There are social and economic problems to 
be studied. We have to have a good idea of what is 
happening in other parts of the world, the developed 
ones as well as the non-devcloped ones. Then there 
is China. What do we know about it beyond what 
appears in the press from time to time. Other count¬ 
ries make a close and detailed study of what is happen¬ 
ing there but not wc who are its close neighbours. 

It is not enough that we use a few phrases about 
socialism and democracy. The real thing is to know 
the forces which democracy is releasing, forces which 
can wreck democracy itself if we are not vigilant. 
What then is the socialist structure of society? All 
this has to be gone into in much greater depth than is 
the vogue today. 

The Congress also has a Constitution which lays 
down conditions of membership, primary and active. 
It has its system of election. It has a certain prog¬ 
ramme for workers. All this needs a fresh examina¬ 
tion so that we do not approach the problems of to¬ 
day with an outlook which was appropriate in past 
decades. Things are changing so swiftly that decades 
(Continued on page 7) 
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Two Weeks at the UNCTAD 

P. V. John 


In the opening remarks of the UNCTAD-Il at New 
Delhi on February 11, l%8. Dr. Kaisouney, President 
of the first conference, observed that most of the issues 
debated at the first Conference in 1964 had since grown 
even more acute and the results of the development 
decade “alarmingly disappointing”. In her thought 
provoking and somewhat idealistic inaugural speech, 
Shrimati Indira Gandhi pleaded for a global strategy 
of development to banish poverty and to narrow the 
widening gap between the rich and the poor for endur¬ 
ing peace in the world. As a warning against possible 
disillusionment at the end of the conference, she said 
that the “responsibility for development must pri¬ 
marily be shouldered by the developing nations 
themselves.” The President of the present Conference 
Shri Dinesh Singh indicated that the task before the 
conference*is to construct a framework for economic 
forces to impart a new direction, a fresh momentum 
to the developmental process. He expressed his strong 
hope that the Conference would endeavour “to 
uncover the basic harmony in the ultimate interest 
of the peoples of the world and to evolve means and 
modes to break through current limitations and to 
surmount short-term difficulties with the aim of 
reaching long-term goals as speedily as practicable.” 
It is in this background that the Conference has 
started. 

Since then much work has been done. The pre¬ 
liminary phase of the Conference ended with formal 
speeches at the plenary sessions by the delegations 
from the participating nations. Simultaneously work 
in the Committees has been going ahead. The Con¬ 
ference has now entered a stage of hard bargaining 
between the ‘haves’ and the ‘have nets’. The main 
fields in which the work of the Conference falls are: 
(i) Aid and financing of trade; (/») Commodities; 
{Hi) Manufactures; (iv) Shipping; and (v) trends and 
problems in world trade and development. The hard 
core discussion on each of these aspects is conducted 

Dr. P.V. John is Economist, National Coundl of Applied 
Economic Research, New Delhi. 


in one of the five committees set up for the purpose. 
Four of the committees have already started work and 
the fifth one would shortly be meeting. 

Though the decisions of the committees are far 
from being finalised at the moment, it is possible for 
one who followed the proceedings of the Conference 
carefully to draw some inferences on the topics so far 
touched upon cither at the plenary session or in any 
of the committees. 

Aid-Weary Developing Countries 

The list could well start with the burning question 
of aid. There is no denying the fact that the developing 
countries are aid-weary. This is because of the pecul¬ 
iar economic and technological position in which these 
countries arc placed. Their rate of growth can be 
accentuated, under the existing knowledge of techni¬ 
ques, only if ta'hnical know-how and capital equip¬ 
ment arc made available from the developed countries. 
Under existing situation of trade balances, the deveb 
oping countries are not able to pay for these techni¬ 
cal know-how and the capital equipment except in 
a very limited way through their exports. Hence 
the need for aid. Over the years, many developing 
nations have borrowed funds from developed ones 
and the repayment of these loans and their interests is 
another source of worry for them. Recognizing that 
an increased quantum of aid could help the devel¬ 
oping countries at least partially to tide over their 
balance of payment problem the first Conference 
recommended that developed countries should endea¬ 
vour to supply financial resources to the developing 
ones of a net amount approaching as nearly as possible 
to 1 per cent of its national income. This none of the 
developed countries, except France, could so far 
achieve. On the other hand, for several other coun¬ 
tries there was receding from this target. The avera^ 
ratio of development assistance to the gross national 
product of developed market economy countries as 
a whole dropped to only about 0.66 per cent in 1966. 
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Even the reduced quantum of aid ig normally given 
in the form of tied aid which precludes the aid-taking 
countries to take full advantage of the situation. 
The aid giving countries in such cases give the capital 
equipment at terms which are much above the market 
rates. It is in this context that the question of aid 
is being discussed at UNCTAD-II. 

Reluctance and Difficulties of Aid-giving 
Countries 

What passed on at the plenary session in the form 
of statements is adequate enough to surmise on the 
possible outcome with regard to aid and financing. 
The U.S. and U.K. happen to be two major aid-giving 
countries in absolute terms. Both these countries 
have expressed themselves against increasing the quan¬ 
tum. The United States has referred to the difiiculties 
that she is facing in the matter of her international 
financial commitments. The U.K. is also passing 
through difficult times. She has, however, expressed 
a lot of sympathy and mentioned that easier terms of 
aid could be considered and also that the burdens of 
repayment could be reduced. The only country that has 
already reached the target of 1 per cent is France. But 
her aid is normally directed to her African associates. 
Though France could improve on the situation by 
diversifying her aid to otW needy countries, she is 
in no mood to do it. Nor is she willing to give up the 
“reverse preference” that she gets in return for this. 
The statement made by the French delegate bears 
ample evidence of her intentions. 

On the other aspect, namely that of untied aid, 
Britain appeared to be only moderately responsive. 
Instead of untying all aid, she suggested such miti¬ 
gating measures as supervision of the price for tied 
purchases and competitive bidding among donor 
countries with the country making successful bidding 
taking on the duty to provide the aid. 

Horowitz Proposals 

But the most ingenious of all uttemaces on the 
whole theme of aid is what has come to be known as 
Horowitz proposal, after the Governor of the Bank 
of Israel, who has produced a report on the subject. 
His argument is that since the developed countries 
find it difficult to raise the aid from their budgetary 
resources, the increases in the quantum of capital to be 
officially transferred to the developing countries could 
be financed by borrowing from the capital markets 
of the world at commercial rates of interest. These 
amount should then be lent to the developing coun¬ 


tries on soft terms. The difference in interest rates 
being small compared to the capital itself could easily 
be covered by an “interest equiUzation fund” financed 
by budgetary allocations by the developed countries 
by and appropriations from the profits of the world 
bank. The objection that has been put up against 
such a proposal is that the world money market is not 
propitious to such a step, which seems to be not a sub¬ 
stantial one. The real hindrance to it, it is expected, 
will be political rather than economic. Since the move 
has come from Israel, it is likely that the Arab 
countries would find it unacceptable and the whole 
proposal may be dropped. 

Collective Action by Vulnerable Primary 
Producing Countries 

There are many developing countries for whom the 
export of agricultural products forms the only source 
of foreign exchange. Some of these commodities 
like rubber, for instance, are facing serious competi¬ 
tion from the synthetic products in the developed 
countries. In addition, there are tariflT and non-tariff 
barriers as well as internal fiscal charges in developed 
countries which place obstacles. The UNCTAD 
Secretariat had suggested that a general agreement 
might be envisaged either as an international legal 
instrument having binding force, or as an adopted 
recommendation, or a generally accepted set of princi¬ 
ples and guidelines to be complied with “as far as 
possible” in the formulation and implemenation of 
international commodity arrangements. This is one sub¬ 
ject on which the general discussion on the main points 
have been concluded. The developing countries argued 
in favour of the proposals in Algiers Charter and the 
developing countries were emphasizing the diff¬ 
iculties in arriving at a general agreement and suggest¬ 
ed a product by product approach. In this contro¬ 
versy the only silver lining is a minor concession that 
the developed countries are willing to make. They 
are favourably inclined to the idea of collective action 
by vulnerable producing countries. A general pact 
was opposed by most of the developed countries while 
the developing and the socialist countries were generally 
in favour for such an agreement. 

Possibility of Specific Advance in the Field of 
‘Manufactures* 

‘Manufactures’ is one field in which the developed 
countries have made a specific advance commitment 
in the form of a document prepared by the OECD. 
In order to understand the developments in the 


6 


AICC Economic Review 



committee it would be necessary to digress a little 
historically. The ground rules for the Kennedy 
Round were laid down at the Ministerial meeting of 
the contracting parties in May 1964. With reference 
to the developing countries, it was affirmed that in 
these negotiations, every effort would be made to 
remove barriers to trade of developing countries 
through appropriate measures. It was dcclarco that 
the developed countries would not expect reciprocity 
from the developing countries and that the contribu¬ 
tions of the developing countries to the overall ob¬ 
jectives of trade liberalisation would be considered in 
the light of the development and trade needs of these 
countries. 

However, the results of the Kennedy Round negotia 
tions have not proved beneficial to the developing 
countries. Tariffs on semi-manufactured and manu¬ 
factured goods of export interest to the developing 
countries were reduced on the average by a signifi¬ 
cantly smaller percentage than on other products. 
Non-tariff barriers of special importance to the devel¬ 
oping countries were also not significantly reduced. 

In the Algiers Charter, the developing countries 
have asked for a system of generalised tariff preferences. 
In the document prepared by the OECD it has 
been indicated that they might select a few products 
for special tariff. There has been further progress of the 
situation in the discussions in the Committee. While 
most of the developed countries are agreeable for 
generalised*tariff preferences, they all want an escape 
clause which could be revoked in case they find it 


necessary in the interest of seme of their industries. 
This, as the Chilean delegate has well put It, might 
result in a status quo. 

The fifth committee on “Trends and Problems In 
World Trade and Development” is scheduled to begin 
work on the February 19, and in the Committees that 
have alarcady been meeting much remains to be 
done. 

One opinion that has been echoed inside and out¬ 
side the Conference halls is the unwieldy nature of the 
Committees for arriving at any specific conclusions. 
But in a Conference of the nature the Committees arc 
bound to be large and the success of it all would depend 
on the goodwill which each of the representing nations 
would be willing to bring to the deliberations of the 
Committee. 

To the developing countries who are aid weary 
and distressed about their low rate of growth, the 
development in the discussions at UNCTAD-II might 
appear to be very slow. This does not in any way 
devalue the deliberations of the Conference. The 
fact that the developed and developing nations have 
come together to examine the possibility of solving the 
trade and financing problems of the latter is in itself 
a great stride towards progress in world relations 
and peace. Wc have not reached a stage to lose hope. 

The work in the Committees is continuing and by 
the time it is over the results may well turn out to be 
more encouraging, compared to the bleak prospects 
that many of the observers have been noting and talk¬ 
ing about in tlie past two weeks. 


THE PCC CHIEFS MEET 
{Continued from page 4) 

which did not matter at all in past centuries can new 
be eventful years packed with all manner of changes. 
It is right and proper, therefore, that wc have the 
reorganisation committee to take charge of this 
set of problems. 

All in all the meeting of the PCC Chiefs was a 
stimulating one and should lead the Congress to do 
a little more serious thinking. This thinking should 
result in action. This action would also call for 


financial resources of an order to which we are not 
accustomed at the organisational level. It is nobody’s 
business to know how much we spend in a general 
election. If only we could spend in the course of 
five years, one-tenth of what we spend in a month of 
the general election the organisation would have at 
its command resources which it can usefully utilise 
for a whole variety of constructive activities. 
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CAN WE 
AFFORD TO 
WASTE 



Ov«r 4S0 million months to food... yot almost 2S% ot India's fruits and voaatablas 
ao to wasto duo to spoilaaa botwoon Hold, and kitehon. Tha roasen? A cabbaao 
or a carrot has milss to ao boforo It's aatsn. By that timo. tho biasina hsat has 
dona its damaat. 


HiNOUSTAlt LEVER studisd ths problem... 
consulted Unilever food eiperts.. .then made 
a bealnning by setting up a modern dehy* 
dratlon'plant at Ghetlabad. 

Why dehydration? Because it's practical, 
easy to handle, Inexpensive. Dehydration 
takes the water out, seals tho freshness in. 
In fact, dehydrated foods stay fresh what* 
ever the season. They take so little space 
that transportation is easy And they need 
no refrigeratloii, no special storage facilities. 
Dehydration is HINDUSTAN LEVER'S contri* 
bution to the national effort to produce 


mare food and make the most of what is 
available. Tho farmer will grow more now 
that he can count on steady prices and an 
assured market And less will be wasted, 
because mere will bo processed and pre* 
served. From all this will flow new products 
and therefore new opportunities. 

The housewife is already familiar with our 
dehydrated vegetables. Plans are afoot 
for offering her a greater range of such 
foods. The day will break brighter tomorrow 
...with a little less ot care, a little more 
of Joy. 


TODAY AND TOUORROW.mMINOUSTAN UVER SERVES THE HOME 


8 


AICC Economic Review 



Private Armies as Instruments of 
International Subversion 

K. P. TwPATHt 


A NUMBER of private armies have appeared on the 
Indian scene. In states like Kerala and West Bengal, 
where leftist Governments were or are in the saddle. 
Red Guards are being organised under various names 
in the style of their Chinese counterpart. In other 
States Siva Sena, Nag Sena, Tamil Sena, Hindi Sena, 
Lachit Sena have sprung up. Why have they 
so suddenly sprung up ? Where is the finance coming 
from ? Who is master-minding the scene? Is not very 
clear. It is interesting to note that apart from the 
Red Guard organisation in the Communist controlled 
States, the other Senas are not controlled by any of 
the known politictJ parties in the State or the country. 
In the circumstances, the advantage for foreign 
diplomacy is that they can be controlled and master¬ 
minded, even financed, from outside with or without 
the knowledge of parent organisers. 

The private armies in the Communist controlled 
States have this difference that they are controlled 
ideologically by foreign countries. How far financing 
and master-minding is or can be possible through 
the local political counterpart can only be guessed 
and appreciated. 

Sabotage and Subversion: New Weapons in 
International Diplomacy 

Sabotage and subversion-are fast becoming a new 
potent weapon in international diplomacy. They 
have been tried with success in Latin America, Middle- 
East, Africa, Turkey and Indonesia. It is gradually 
becoming apparent that it is cheaper and more 
effective to control a country throu^ sabotage and 
subversion rather than frontal aggression, for frontal 
agression creates antagonism throughout the world. 
Sabotage and subversion befool the world, as the 


situation is identified with internal revolution. The 
new technique grafted on to this subversion technique 
is the promotion of private armies in countries 
intended to be brought under through subversion. 
What is necessary for success of this technique is to 
master-mind divisive forces in an area, to promote 
and sustain them, and to create a private 
army to give shape, fibre, initiative, drive and 
programme, for the same. It is not difficult to locate 
divisive and explosive forces and graft a leadership 
on to them. Once this is achieved the rest is 
a question of providing resources including Gobbel- 
sian technique of publicity and propaganda. It 
is necessary that the leadership of such an army 
should be drawn from outside the nationalist parties 
functioning in the area so that they may not be able 
to take control of this force unless, of course, the 
party has extra territorial loyalties of the designed 
type, in which case there is no harm in assisting and 
activising in the creation of an army under its aegis. 

Secondly, the very fact that the dependence is 
upon divisive and disruptive forces, the setup has 
to work as splitting agents against the nationalist 
forces of cohesion. For this purpose, sufficient hatred 
has to be generated, because hate has a kinetic force 
which drives and splits. Only it has to be based 
on localism, racialism or linguism which have been 
known to be great splitting agents in human 
affairs. 

The third problem is more difficult. As these 
inducted organisations arc in danger of being i.s- 
olated or found out. it is necessary to take advantage 
of some locally accepted and esteemed organi> 
sations and inject into them the hate philosophy 
based on such splitting factors as linguifm, racialism 
or localism so that the feeling may spread with suffi¬ 
cient respectability, and the local administration may 
not dare to oppose it, or may even be infected by it. 


Shri K.P. Tripathi is Minister of Finance and Labour, Assam. 
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This is intended to provide the canopy^or umbrella^ 
under which the inducted, purposive and motivated 
organisation or the private army is to function with 
drive, initiative and a definite programme so that 
even if the organisation is detected during action, 
public reaction may not be quite adverse. 

Spl itting the Nation 

In India the hrst splitting agent to be used is 
language, the second is racialism, and now the latest 
to be grafted on to the scene is the question of 
employment. The Chinese and Pakistani aggression 
have hit hard our development with the result that 
unemployment is fast growing. In this background, 
international diplomacy has cleverly utilised it as a 
splitting agent by promoting a conflict betweeen 
‘local’ and ‘non-local’ interests. Once the stage 
is set, it is easy to divert this conflict into one of out¬ 
sider-baiting, and finally cession. For instance, 
if the Maharashtrian Siva Sena drives out a million 
Tamils from Bombay, the Tamilians would drive 
out the North Indians from Madras and what the 
anti-Hindi riots could not achieve would have been 
achieved, viz. virtual separation of the South from 
the North. The local frenzy is naturally, unseeing 
and has no time for logic as to whether there would 
be any advantage for Tamilians in driving out North 
Indians from the South or whether it would be 
advantageous for Maharashtrians to drive out non- 
Maharashtrians. The obvious reaction would be 
to drive out Tamilians from the North and the 
Maharashtrians from non-Maharashtrian areas. The 
actual result would be that no advantage would 
be available, it would lead merely to an exchange 
of refugees on existing employment without new 
employment having been created, with this difference 
that the country would meanwhile in the have been 
split. Once this hate-ridden machine is set in motion, 
the rest becomes easy and difficult to counteract. 
Acceptance of foreign assistance which normally seems 
demeaning or seditious becomes an acceptalble idea, 
as it has happened in the case of the Nagas and the 
Mizos. Localism pushed to the extreme ends by 
splitting the nation. 

The logistics of the fight inevitably carry localism 
into the concepts of sovereignty and the ultimate 
splitting of the nation. 

India is surrounded by China and Pakistan. It 
stands like a Chinese Wall against China and Pakistani 
designs. Therefore, it has to be split: i.e. Eastern 
India from the rest of India, Southern India from 
Northern India, and Kashmir from the rest of India. 


Chinese tanks must have entry into Indian plains so 
that the giant pinecers of China and Pakistan may 
forge ahead against India from East and West, while 
South India may stand aloof if it is not to become a 
victim of aggression. 

Locai, Leadership Controlled by Foreign 
Interests 

It may be argued that there is no promotional 
contact between the Senas appearing in India and 
the foreign unseen hand. But in what way the foreign 
hand operates and at what stage it enters are matters 
determined by its own designs. Given a suitable 
instrument for its designs, the foreign interest may 
step in and take over, because the resources at its 
command are many times more than those of the local 
leadership. Besides, the local leadership may not even 
know it, because the canopy of hatred under which it 
wanted to function is also the same canopy under which 
international diplomacy of subversion would continue 
to function. Thus, the local leadership is lifted up 
on the crest of the hate-wave if it is willing to be 
used as a tool, or otherwise it is discreetly set aside 
by the upsurge at the behest of the unseen hand, and 
a new leadership clamped on. The foreign interests 
see to it that such leadership is not amenable to 
purchase. They will create a secondary leadership 
to prevent it going off the rails. 

International diplomacy, once it steps in, sees 
to it that the leadership is secure in their hands. There¬ 
fore, it tries to ensure itself through creation of multi¬ 
ple channels of leadership in the private army org¬ 
anisations. Not merely that, even the channels which 
create the canopy of hatred are multiplied. This 
multiplicity is necessary, for if there is only one channel, 
and it is won over by the nationalist forces foreign 
diplomacy would be left high and dry. So it goes on 
multiplying channels of hate campaign so that they 
may not be won ever, or even if one is won over the 
others may remain, and the cover may not disappear. 

In other countries such international diplomacy 
for subversion has been an established experience. 
Take for instance the Arab States which have never 
been able to combine inspite of the fact that they have 
the same language, same culture, same religion and 
the same race. 

India is facing this situation for the first time and, 
therefore, is not administratively, psychologically 
and politically prepared for defence against this 
contigency. The question is—will she be able to 
see through and gear herself up quickly psychologi¬ 
cally, administratively and politically to face the 
situation so that enemy designs may be frustrated in 
time. Who will answer is the question ? 


10 


AICC Economic Review 



Devaluation of Pound Sterling in the 
International Setup 

SUSHILA GoSALIA 


Since the recent devaluation of Pound Sterling, it 
seems to have become the easiest subject to talk about 
in general, but it has also been one of the most 
difficult topic to discuss in particular, in as much as 
it has generated many serious fundamental issues in 
the international monetary system as a whole. This 
is because of the significance of the Pound Sterling 
with its different roles in addition to its role as a domes¬ 
tic currency. It is difficult to say at the present 
moment whether the Pound’s devaluation is a reme¬ 
dy to solve the domestic issues of Britain’s economy 
or it will become the cause of many more dangerous 
chain reactions in the world monetary system. 

The whole subject of Pound devaluation can be 
studied from two aspects viz.fc) the internal aspect 
in connection with its strategic role as an instrument 
of economic policy; and (h) the external aspect—as 
its consequent reactions on the world monetary system. 

Internal Aspect 

While discussing the internal aspect of the problem, 
it is necessary to assess the background in which the 
decision for deval uation of the Pound was taken by the 
British government. The immediate reason accounted 
for it is the balance of payments deficit. This diff¬ 
iculty of balance of payments was sought to be tackled 
by the traditional methods'such as deflation of the 
domestic economy by checking economic growth and 
giving impetus to exports for foreign earnings; price 
and income policy to combat domestic inflation; 
market profits and interest rate and monetary 
policies to ward off speculations in the currency. 
As a result of all these, Britain’s competitive position 
was worsened. In addition to these, there were some 
other events to aggravate the situation. The war in 
the Middle East, the dock strikes and also General 
de Gaulle’s policy against Britain’s entry into the 
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common market. There was a grave deterioration 
of confidence in Pound Sterling at home and 
abroad. 

As an instrument of economic policy, however, the 
purpose of the devaluation is to assist the transfer of 
productive resources from satisfying home demands 
to earning a payments surplus. The aim is 
not to deflate the total demand and create more 
unemployment but to ensure that production 
becomes export oriented. To achieve this some 
other measures are also to be implemented. 
These measures are credit restrictions, the sharp rise 
in bank rate and the cut in the public expenditure. 
The recent devaluation budget of Britain, has raised 
the bank rate from 6 per cent to 8 per cent, has 
limited bank advances except to “priority borrowers’’ 
like exporters, and has cut the defence expenditures 
by £100 million. It has also cut down other public 
expenditure by £100 million. From all these, an 
improvement of at least £500 million is expected in 
the balance of payments. Thus, fresh opportunities 
are provided to sell more goods abroad. The actual 
change of 14.3 per cent i.e. £2-40, instead of £2-80. 
refers to the reduction in the cost of Pound to the 
foreign purchaser. The increase in the cost of foreign 
currency to British buyers is approxima»cly 17 per cent. 

The Actual Working of the Devaluation 

The effective success of devaluation of the currency 
actually depends on the elasticity of foreign demand 
for the country’s export and the elasticity of domestic 
supply of exportable goods. On the import side, it 
depends on the elasticity of domestic demand for 
imports and the elasticity of foreign supply of imports, 
When we t^k about the domestic demand for imports, 
it is to be considered that Britain relies on imports 
for the bulk of its food. Butter comes from New 
Zealand which has devalued its currency by a greater 
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amount than Britain. Australia, where the beef 
comes from, has not devalued. Spain and Israel 
which supply most of the citrus fruits have devalued 
to the same extent as Britain. Much of the staple 
food comes from the areas which have not devalued. 

Canada is the chief wheat supplier. The decision 
of the West African countries not to devalue can 
affect the price of chocolates and biscuits. Dutch 
and French cheese are likely to increase in price. 
Thus, it goes without saying that there will be a rise 
in the cost of food budget which might reduce the 
consumption of such imported food and lead to 
search for substitutes such as Spanish oranges instead 
of Dutch tomatoes. Bread, tobacco, coffee and tea 
will anyway be costlier as there are no substitution 
possibilities. An estimate is that the average rise in 
import prices caused by devaluation might be about 
10 to 12 percent after a time lag. As a result, of this 
increase in import price, it is estimated that the 
eventual cut in British imports will be S to 
6 per cent. 

In the capital goods sector also, there will be an 
increase in the prices of imported raw materials and 
thus it would increase the cost of production of 
capital goods. There will be a sharp increase in the 
price of oil, which would affect consumers as well as 
producers. There will be an increase in metal prices, 
specially, aluminium, zinc and nickel. England 
imports nickel from Canada and these prices have 
already increased from £773 per ton to £902 per ton. 
These imports cannot be adjusted with any mani¬ 
pulation in the balance of payments us the British 
industries need them, however high the prices are. 
The best estimate is that there will be an average 
rise in export costs by 3 to 4 per cent on this 
account. 

Moreover, the government has decided to dilute 
devaluation by abolishing the previous rebate of 
certain indirect taxes to exporters. The removal 
of this rebates will add to average export costs by 
just under 2 per cent. The government has further 
discontinued the subsidy to manufacturers from the 
system of premium rebates under the selective 
employment tax (S.E.T.), in some areas. It is estimated 
that the average addition to export costs because of 
S.E.T. will be around 1 per cent. Rise in corporation 
tax by 2^ per cent to the already existing 42 J per cent 
is also an addition to the total industrial costs including 
export costs. When all these are added together it 
comes to something like 7 per cent and if this is so, 
the comparative price advantages gained by the 
British exporter from the devaluation might be some¬ 
where around 7 percent. British exports are believed 
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to have a price elasticity of demand equal to something 
just under 2 and according to this British exports 
could be raised by devaluation something like 10 to 
IS per cents, of course after a time lag. 

Apart from all these one should not forget the 
profits by the manufacturers. Out of this 
percent devaluation advantages how much will be 
enjoyed by the clients will depend upon the profit 
margin of the producers. It is said that to have better 
profits they want to increase the prices by 8 to 10 
percent. 

In order not to fritter away the competitive 
advantages, wages and costs must be prevented from 
rising. Apart from the price elasticity, quality, design, 
technical specifications and also the final delivery of 
the exports play a vital role in the attracting foreign 
demands. In the light of the expected increase in the 
cost of living, there will be pressures of demand for 
the increase in wages and this can result in wage cost 
spiral. Thus the advantages might be very negligible 
if a practical and effective internal policies are not 
implemented. 

External Aspect of Devaluation in the 
International Setup 

The Existing International Monetary System 

The present international monetary system has 
been managed and regulated by the International 
Monetary Fund (IMF), which was established at the 
Bretton Woods conference of 1944. It is closely 
related to the so called Gold Exchange Standard. 
According to this system, the exchange parities are fix¬ 
ed between the currencies, and monetary reserves are 
held in the form of gold, U.S. Dollars and to a lesser 
extent British Pound Sterlings. The whole edifice of 
the international monetary system has been standing 
on the four main pillars of international understanding. 
It would be interesting for our purpose to study the 
outlines of these. 

(a) Par value of currency for fixing exchange rate'. 
The par value of the currency of every nation has been 
fixed in terms of so many ounces of gold. The value 
of gold was fixed at $ 35 an ounce in 1934. This 
price of gold has not been changed since it was fixed 
by President, Franklin. D. Roosevelt in 1934. The 
crux of the system is that the exchange rates among 
currencies has been fixed and are not allowed to fluc¬ 
tuate more than 1 per cent except in cases of “Funda¬ 
mental Disequilibrium”. This rule has been estab¬ 
lished by the article of agreements of the IMF. It 
was further agreed upon that only the United States 
is supposed to be willing to buy and sell gold at 9 35 
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an ounce. This condition automatically makes the 
Dollar an important international currency equivalent 
to gold. In other words “Dollar Reserves” are as 
good as “Gold Reserves”, In practice all countries 
hold gold. Dollars and to some extent Pound Sterling 
as reserve currency. Thus the Pound also plays a 
role of reserve currency. Now it is necessary to ex¬ 
plain the term“Reserve Currency”. A reserve currency 
is a currency in which other nations hold part of their 
reserves in addition to their gold holdings . Only 
the Dollar, the Pound, and, to some extent, the french 
Franc qualify for the reserve currency. Countries 
need these international monetary reserves to support 
the market value of their currencies within 1 percent 
of parity, to meet the deficit in their balance of 
payments. Thus a reserve currency becomes an inter¬ 
national medium of exchange and a store of value. The 
Pound’s role as a reserve currency is understandable 
from the fact that something like £ 18,000 million per 
annum of the world’s trade is conducted in Pound 
Sterlings. Due to a variety of economic reasons 
of international trade and other banking activities 
of purchasing and selling reserves in the foreign 
exchange markets a country can have surplus or 
deficit balance of payments and the reserves arc used 
to pay for deficits, either by purchasing more Dollars 
through gold or losing some Dollars or Pounds 
from the reserve'. Sometimes the economic situation 
becomes so precarious that reserves go on falling 
and this shows the weakness of the economy and the 
corresponding currency. The same thing happened 
with Britain. People lost faith in Pound as an 
international currency and so they rushed to sell oif 
pounds and started buying gold and Dollars causing 
what is known as the ‘gold rush’. 

(b) Borrowing from IMF: All the 107 members 
of the IMF have got the right to borrow from the 
fund the foreign exchange in the particular amount 
which has been fixed according to the quota of the 
contributions to the fund by each member. When 
the worse comes to the worst, the U.S.A. can provide 
the last reserves to the fund. The most recent pro¬ 
vision of the “Special Drying Rights” which has 
been accepted at Rio de Janeiro conference of the 
fund is also to be noted in this connection though 
the actual principles are yet to be laid down. 

(c) The Gold Pool : The second line of defence 
for the smooth and safe working of the existing inter¬ 
national monetary system is what is known as the 
International Gold Pool. The gold pool was esta¬ 
blished in 1961, when gold price shot up to 0 41 an 
ounce in the London market. After the Second World 
War, the industrialised and advanced countries of 


Europe could collect, a considerable amount of gold 
and Dollars in their Central banks’ treasuries. They 
wanted to shoulder the load of the responsibihty of 
gold-exchange by sharing the contribution with the 
United States. As a result of this the Gold Pool was 
established with 270 million Dollars in gold. 50 
percent total amount was provided by the United 
States of America. 

The other contributors to the gold pool and (heir 
respective contributions are as follows viz: 

West Germany 11 percent 

Great Britain 9 percent 

France 9 percent 

Italy 9 percent 

Belgium 4 percent 

Holland 4 percent 

Switzerland 4 percent 

With the help of this stock of gold, the Bank of 
England regulates the official gold price in the London 
Market. According to the provisions of the consti¬ 
tution of the gold pool, members put up gold which is 
sold by the Bank of England to the five authorised 
bullion dealers in London. The price of gold is fixed 
by the bank and varies between about $ 35.10 and 
$35,20 an ounce of fine gold. If the demand is high, 
the gold pool supplies the difference,conversely, if there 
is a selling wave the pool buys the excess but there have 
been continual deficit since 1966 in the gold market, 
which calls for the new contributions from member 
countries. Moreover, according to the official sour¬ 
ces, it seems that the France has withdrawn from the 
pool and hence the United States has agreed to an 
extra contribution of 9 per cent to the gold pool. It 
is said that about 700 million dollars of gold has been 
given out from the gold pool so far. 

(d) Help by the other comtries and swap system: 
In addition to the above mentioned sources for the 
nrotection of the international monetary system, 
there is a possibility of bilateral credit arrangements 
between the U.S. Federal Reserve System and numer¬ 
ous other Central Banks and also the occasional 
“emergency” packages arranged by a group of nations 
to help a major power for the smooth functioning 
of the world’s monetary system. 

DevALUATtoN Week’s Drama 

When the pound crisis was in the pipeline, there 
was a nervous tension, leading to wild speculations in 
the London gold market. Before devaluation, 
demand at the daily gold fixing in London went up 
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to 40 tons, compared with a normal daily average of 
about five tons and the previous record of about 30 
tons that prevailed one day during the Cuba, crises 
in October 1962. After devaluation was announced 
on November 18, the Saturday night, on Monday 
next,the London market was closed but demand for 
gold continued to be so strong that the Bank for 
International Settlement at Basle, unprecedentedly 
took over from the Bank of England as agent for the 
Central bankers gold pool to supply some 20 tons of 
gold bullion to international purchasers. The demand 
for gold went on increasing causing an accelerated 
rush for gold amounting to 350 tons of gold in the 
five days i.e. $ 280 million worth gold, was purchased, 
which is about 10 times more than the normal demand 
over a five-day period. All of this demand was 
supplied by the gold pool. This gold rush was due to 
the feeling of fear about the collapse of the Pound as 
an international currency, and so people wanted to 
convert all their Pound reserves into gold. 

After the Pound naturally the Dollar comes in the 
front line of attack. People wanted either gold or 
Dollar. It was feared that due to very high pressure of 
demand, the Dollar would be devalued and thus the gold 
price of gold would be automatically higher, which 
might result in lowering the gold demand and so the 
Dollar demand and thus to ensure a sort of stability 
in the international money market without any wild 
speculations. But devaluation of the Dollar is not so 
easy a solution even if it is forced. Devaluation of 
the Dollar will create many more serious consequen¬ 
ces, plunging the whole system in chaos and ruins. 

Any change in the values of the Pound or Dollar, 
does not concern only Britain or the U.S.A., but it con¬ 
cerns the whole world. So there was hue and cry in all 
the different quarters to save the system from break¬ 
ing down. Even devaluation of the Pound was not 
expected and every effort was being made to prevent 
it. The IMF was requested to pay 3 billion loan 
to England if possible. This approach was made 
even without the knowledge of Britain. Britain had 
requested for the half this sum. This proposal was 
not complied with. Mr. Pierre Paul Schweitzer, the 
Managing Director of the fund, said such an unpre¬ 
cedented sum required unprecedented conditions. 
The American were actively encouraging the Germans, 
the Italians and the Swiss. America’s gold stock in 
Fort Knox worth 13 milliard, though the largest in 
the world, has to meet the ever increasing demand due 


to increase in the world trade and Konomic growth; 
Out of this stock 3 milliard is tied up with 23 per cent 
backing for the note issues. A milliard was taken 
out to face the speculations due to devaluation crises. 
The balance was for the dollar front. Thus every 
effort was made to protect the gold price at $ 35 an 
ounce. A 500 million dollar loan from the gold pool 
to the Bank of England; the Swiss agreement 
between (he Federal Reserve Board and the Bank for 
The International Settlement at Basle to raise the 
sum of 800 million dollars arc worth noting in this 
connectirm. 

Conclusion 

Devaluation is a relatively minor matter for the 
world at large if it is only a devaluation of Indian 
Rupee, or Yugoslavian Dinnars. But it could ruin 
the very foundation of the international monetary 
market in th case of the Pound or the Dollar. It needs 
hardly to be stressed how desperately important it is, 
in the context of all these new developments in the 
international monetary quarters that the influential 
western world should come forward in mutual co¬ 
operation forgetting the ideological differences, 
though it would take a fairly long period of time to 
decide the issue in the ideological struggle between the 
Gaulist policy with its influence on the other five 
members of the European Community on the one 
hand and the American and English efforts to correct 
their balance of payments deficits, though with Ameri¬ 
ca the problem is completely different. If the com¬ 
promise between these two sides is not achieved in 
time, the gravest mistakes will be made which can 
sabotage the whole system of international money 
market. It is possible that this crisis might lead to 
some fundamental changes in the .system. General 
de Gaulle has already emphasised since 1965 the 
necessity to change the price of gold and to increase it. 
He also proposed to go back to the pre-war gold 
standard, or to introduce other monetary unit so as 
to reduce the influence of the Dollar and the Pound. 
The United States might have to think over the 25 per 
cent backing to note issues and to free more Dollars 
for the world trade. But above all, Britain will have 
to introduce some structural changes in her domestic 
economy and also in her policy as a colonial power, 
and pay due regard to the spirit of international 
cooperation which honestly endeavours to save 
international stability. 
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UN CTAD-II and theDirection of Foreign Trade 

R. L. PiTALK 


The UNCTAD-II which is currently being held at New 
Delhi bears special responsibility of reorienting the 
direction of world trade for its balanced expansion. 
The direction of foreign trade of developed and devel¬ 
oping countries has brought forward many problems 
relating to different types of imbalances. The direc¬ 
tion of India’s foreign trade has, therefore, special 
significance in the context of her growth process. 

Trends in World Trade 

UNCTAD-f (Geneva) dealt in its finding with the 
alarming problem of asymmetrical character of world 
trade. It wilbnot be out of place to take a brief 
review of the direction of world trade before consi¬ 
dering the direction of India's Foreign Trade. The 
findings oC UNCTAD-I point out that exports of 
developing countries increased from $ 19.2 billion in 
1950 to $ 28.9 billion in 1962. The expansion of 
exports from developing countries proceeded at an 
appreciably lower rate than that of developed coun¬ 
tries. The share of developing countries in exports 
declined steadily from nearly one-third in 1950 to only 
.slightly more than one-fifth in 1962. The developed 
countries increased their share from 3/5 to § and 
centrally planned economics from 8 per cent to 13 per 
cent. 

Imports of developing countries from developed 
countries rose from ^ 10,650 million in 1950 to $21,060 
million in 1962. The total rise in imports from 1950 
to 1962 was 98 per cent. The exports of developing 
countries increased from S 13,220 million in 1950 to 
$ 20,660 million in 1962 i.e., the total rise during the 
period was 56 per cent. The important consequence of 
this is an asymmetrical growth of world trade. This 
problem and its significance was brought forward by 
the late R. Nurkse in 1957. The trade amongst indus- 

Shri R.L. Pitale is Lecturer in Economics, Vidarbha 
Mahavidyalaya, Amravati. 
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(rial countries is increasing while trade amergst non¬ 
industrial country has declined. R Nurksc’s findings 
are as given in Table. 1 

Table I 

TABLEAU ECONOMIQUE OF WORLD TRADE 
(1957) 


Exports of: 


Industrial countries to each other 

(AA) 

43% 

Industrial to non-industrial 

(AB) 

26% 

Non-industrial to industrial 

(BA) 

22% 

Non-industrial countries to each other 

(BB) 

9% 


100 % 


Sources: R.'Hmku, Patterns of Trade and Development P.22. 

The asymmetrical character of the direction of world 
trade has been accelerated and has resulted in the 
growth of trade amongst industrial countries while 
trade amongst non-industrial countries is declining. 
The figures given in Table 2 bear testimony to such a 
trend. 

Table 2 

DIRECTION OF WORID TRADE 


(Thousand miUion dollars F.O.B.) 


Total world Exports of Exports of Exports of Export of 
Year trade A to A A to B B to A B to B 



Value % Value % Value % Value % 

1959-61 

1962-64 

Z70.10 

458.26 

155.46 41.8 69.34 18.3 66.02 17.8 22.66 5.9 
204.31 44.3 68.77 14.8 69.52 15.0 21.53 4.5 


A—Industrial countries 
B—Non-Industrial countries 


Source : GATT Reports, 1959, 1962 and 1964. 
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Thus exports oi'(1962-64) 

Industrial countries 

to each other (A A) 44.3% 

Industrial to 

non-industrial (AB) 14.8% 

Non-industrial to 

industrial (BA) 15.0% 

Non-industrial to 
non-industrial (BB) 4.5% 

The remarkably upward trend in the trade of the 
industrial countries to each other has been maintained 
and shows that world trade is tending to concentrate 
more and more among industrial countries and all 
growth effects are diffused amongst each other. 

Therefore, a major aim of UNCTAD-II should be 
to pay special attention to solving the asymmetrical 
character of direction of world trade. The same 
is applicable at micro-level to the asymmetrical 
character of direction of foreign trade of a developing 
country like India. 

Trends in India’s Foreign Trade 

If we take a brief review of the last 7 years i.e., 
from 1960-61 to 1966-67, we come across some im¬ 
portant trends in the direction of India's foreign 
trade. These trends deserve special attention espe¬ 
cially at UNCTAD-II. Table 3 below reveals impor¬ 
tant trends. The figures given in the bracket indicate 
the percentage of trade with a particular region or 
country. 

Table 3 

DlRECrriON OF INDIA’S FOREIGN TRADE 
(1960-61 to 1966-67) 

Rs. lakhs 

Imports Exports 



1960-61 

1966-67 

1960-61 

1966-67 

All Countries Rs. 

1.121,62 

1,673,88 

642.32 

966,47 

U.A.R. 

1642 

1877 

1341 

2187 


(1.4) 

(1.1) 

(2.0) 

(2.2) 

Canada 

1956 

8509 

1762 

2498 

IJ.S.A. 

32756 

61421 

10253 

17933 


(29) 

(36) 

(16) 

(18) 

Latin America 

175 

1475 

1678 

925 


(0.12) 

(0.13) 

(2.4) 

(0.9) 

ECAFE 

17935 

27416 

14272 

20216 

East European 

(16) 

(16) 

(22.0) 

(21.0) 

Countries 

4431 

17628 

4956 

18303 


(3.9) 

(10.5) 

(7.7) 

(18) 

ECM 

19589 

24385 

5175 

7488 


(17) 

(14) 

(8) 

(7) 

EFTA 

24750 

16833 

17847 

18428 


(22.0) 

(10.0) 

(27.0) 

(19) 


Source : RBI ; Report on Currency and Finance, 1966-67. 

Statement-72 “Direction of India's Foreign Trade", 
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Table 3 points out the important features of the 
direction of India’s foreign trade. In 1960-61, the share 
of U.S. imports into total imports was 29 percent 
while in 1966-67 it was 36 percent of total imports. 
As regards exports it has increased from 16 percent 
to 18 percent of total exports. Due to bilateral 
agreements, percentage of imports and exports of 
Eastern European countries in India’s total foreign 
trade ha /e substantially increased. 

It is seen that in 1960, the imports from European 
Free Trade Association formed 22 percent of the total 
imports while they were 17 percent for the European 
Common Market. In 1966-67, though the percen¬ 
tage of imports coming from the European Common 
Market had fallen to 14 percent there was an absolute 
rise in imports. Imports from European Free Trade 
Association had fallen in 1966-67 to 10 percent and 
in absolute figures also the imports had fallen by a 
substantial margin. It is observed that exports to 
the European Common Market and the European 
Free Trade Association increased by a small margin 
but their percentage to total exports had gone down. 

India's exports to Latin America have fallen subs¬ 
tantially. Trade with the ECAFE countries shows 
an important characteristic of imports being greater 
than exports in 1960-61 and 1966-67; but our exports 
to ECAFE form a larger percentage of total exports 
I.e., 22 percent in 1960-61 and 21 percent in 1966-67 
The direction of trade shows that we have not been 
able to maintain balance between exports and imports 
even with ECAFE region. 

The most important characteristic of the direction 
of India's foreign trade is imbalance with almost 
every region or country. The problem of chronic 
deficit in balance of payments of India and other 
developing countries is the result of such a asymmetri¬ 
cal development of trade at micro-level. 

Tasks before UNCTAD-II 

The UNCTAD-II has, therefore, the special 
responsibility of suggesting ways and means and also 
long-term schemes to deal with this asymmetrical de¬ 
velopment of trade at micro level. R.Prebisch des¬ 
cribed the essense of UNCTAD-I held at Geneva as 
“Spirit of Conciliation”. In this context UNCTAD-II 
has to be springboard for symetrical and balanced 
expansion of trade at micro and macro level. Of 
course, for achieving this objective national and inter¬ 
national measures have to play equally important role. 

In this context, UNCTAD-II can facilitate the 
liberal policies for developmental imports of devel¬ 
oping countries and can help in encouraging the 
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increase in exports of traditional and non-traditionai 
exports of developing countries. But when such 
schemes are devised it is also essential to point out 
measures to curb or reduce other types of imports. 
There are some imports which can be reduced by 
following and properly implementing certain policies. 
If such a functional classification of imports is pre¬ 
pared by UNCTAD-11, it can solve the trade problems 
of developing countries in the right direction. 


FUNCTIONAL ANALYSIS OF INDIA’S IMPORTS 
APRIL J963 


Classification of Imports % of total imports 

I. 

Imports arising out of the impossibility of 
domestic production 

Negligible 

2. 

Imports arising from lack in, though possi¬ 
ble, domestic production 

17.8 

3. 

Imports arising from lack in production of 
certain varieties and qualities 

7.1 

4. 

Imports arising from different technological 
developments at home and abioad 

i.O 

5. 

Imports arising from quantitavc insufficiency 
of domestic production 

8.8 

6. 

Imports of raw materials and industrial 
products required as inputs in the develop¬ 
ment of industry, agriculture and economic 
development in general 

52.5 

7. 

Other imports 

11.8 


Total : 

100.00 


Source : AlCC Economic Review, March 1, 1967, Vol. 


XVIIl,No.l6. 


The functional analysis of India’s imports prepared 
by the author is a case in point. 

This shows that nearly 50 per cent of the total 
imports are development imports while other types 
of imports can be reduced by following proper inter 
nal policies, if such a division is brought about by 
UNCTAD-11, then the entire picture of asymmetrical 
nature of trade at micro level will be clear and policies 
can be more precise and accurate in dealing with the 
trade problems of developing countries. 

In this context UNCTAD-11 has to pay special 
attention to following points: 

1. To study the asymmetrical character of trade 
at micro and macro level. 

2. To study the functional aspect of imports of 
developing countries, 

3. To bring forth liberal import policies for 
developmental imports t>f underdeveloped 
countries. 

4. To point out specific internal or national 
policies for reducing other types of imports. 

5. To devise schemes to boost exports of devel¬ 
oping countries, 

UNCTAD-1 not only achieved some aims but left 
the door open for further agreements and positive 
action in the future. UNCTAD-II has to achieve 
the aim of implementation of positive actions espe¬ 
cially in the context of asymmetrical character of the 
direction of trade at micro and macro level. 
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Indians External Debt 


P. Perraju Sarma 


In the last decade, the increase in international in¬ 
debtedness of the developing economies has been very 
significant and so also India’s. This is because of the 
fact that the developed countries are taking special 
interest in the financing of the economic growth 
process in the developing countries and are trying 
to increase their credit worthiness. The developed 
countries have realised the fact that the economic 
development of developing countries is not a liability 
but an asset to them in many ways. 

Acceleration of the process of economic develop¬ 
ment and diversification of industrial structure and 
production in the developing countries calls forth 
increased capital formation. But in many of the 
developing countries this possibility is restricted by 
low productivity and growing consumer demand, due 
to rapid increase in population. And most of them 
urgently need imports of capital goods, industrial raw 
materials, technical know-how etc, which are neither 
locally available nor are they in a position to finance 
them by stepping up their exports. This has necessita¬ 
ted a continuous net capital inflow from the developed 
countries. If there were to be either, an increase in 
exports or import substitution through domestic 
production in the developing countries, no net capi¬ 
tal imports are required. But in most of the develop¬ 
ing countries this is not possible and they have to 
choose between substantial capital imports or under¬ 
development and stagnation. The important reasons 
which necessitates large in^ow of foreign capital arc 
the following: 

(a) Economic development requires huge invest¬ 
ments in infrastructure which do not contri¬ 
bute to increased exports immediately and at 
the same time require considerable amounts of 
foreign exchange; 

(b) huge investments in a developing economy 
result in increased demand for imported 
mechanical equipment, technical know-how and 
maintenance imports; 
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(c) incomes generated through the action of invest¬ 
ment multiplier tend largely to be spent on the 
purchase of imported goods; 

id) the traditional exports of developing countries 
are facing an income and price inelastic foreign 
demand; and 

(e) another important factor is the unwillingness 
of the developed countries to increase their 
imports of manufactured goods from the deve¬ 
loping countries. 

Facts behind the Borrowing 

India is no exception to these trends. India’s 
preoccupation with her programmes of economic 
development has inevitably necessitated a conti¬ 
nuous inflow of foreign capital, which has emerged 
with added emphasis in the three plans. Indian 
economic development is import consuming because 
the import content of investment is high. The increase 
in India's forcign|dcbt reflects the heavy dependence 
of public and private sector expenditure on foreign 
exchange on the one hand and country’s inability 
to expand export earnings satisfactorily on the other. 
The intensification of developmental effort, in the 
context of an acute foreign exchange shortage led to 
foreign borrowing on a gigantic scale by the Indian 
Government. 

The facts which led to the foreign borrowing on a 
massive scale are : 

(/) Our exports are very small in relation to 
national income (round about 5 percent) and 
are very difficult to expand in traditional 
lines; 

(/{) Raising the national income by S percent 
(which is our primary target) a year requires 
capital expenditure of 15 to 20 percent of the 
national income and internally we are not in a 
position to finance this expenditure; 
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(///) the developmental projects require a relatively 
high proportion of machinery and technical 
equipment etc. which have to be imported 
and in addition to it those developmental 
projects require a relatively recurring main¬ 
tenance imports; and 

(iv) raising mational income increases the demand 
for food and other consumption goods. In 
fact food constituted a substantial part of 
our imports. 

The Government took resort to foreign capital 
with the hope that it will be self-liquidating. The 
assumptions underlying the hope are that the Indian 
production of machinery and other capital goods will 
go up so that they ceiise to be so much of a problem; 
the production of import substitutes will increase 
and there will be a gradual decline in imports; the food 
output will be increased to meet the growing demand 
caused by the increasing population and rising in¬ 
comes; and as our export structure gets diversified 
and new exports like steel, machinery and light nsanu- 
facture goods will be developed. But these assump¬ 
tions remained wishful thinking. 

No doubt sincere efforts have been made by the 
Government but they have failed to produce thedesired 


results. These are many reasons for this situation. 
Even after 15 years of planning there was not much 
diversification in our industrial structure. No doubt 
there has been a great deal of industrial development 
but this could not produce any exportable surplus after 
the home demand is met. Our efforts in the agricul¬ 
tural sector were also not fruitful. India could produce 
neither more food to feed her growing population 
nor more raw materials which cater to her industries. 
This made India import large quantities of food 
stuffs under P.L. 480 and other schemes, which is 
one of the causes for our foreign exchange gap and 
external debt. Next, strengthening of the export 
capacity to meet the growing import demand requires 
some time. In the meanwhile, current account 
deficit rises accordingly and to cover this deficit a 
country needs foreign loans and grants. Finally, 
the need for developmental and maintenance imports 
is so pressing and urgent that even the best efforts on 
our part proved of little avail. As Reddaway says 
‘‘unless care is taken in the early years one may be 
establishing an industrial structure which is only 
capable of working effeciently if a certain flow of 
imports is available every year, and that because of the 
difficulty of increasing exports, the continuance of 
this flow is dependent on continued borrowing.”^ 


Table 1 

GOVERNMENT OF INDIA’S DEBT POSITION 
{in crores of rupees) 


Public Debt. 


1951 

{Acets) 

1956 

(Acets) 

1961 

{Acets) 

1962 

RE 

1963 

RE 

1964 

RE 

1965 

RE 

1966 

RE 

1967 

RE 

1. Internal 

(a) Rupees loans 


1438 

1509 

2571 

2684 

2847 

3110 

2363 

3431 

3519 

{b) Treasury bills 


3S8 

595 

1106 

1182 

1415 

1360 

1404 

1611 

1728 

(c) Others* 


226 

225 

297 

296 

306 

311 

320 

375 

376 

Total (a 4- b -f- c) 


2022 

2329 

3974 

4162 

4568 

4781 

4987 

5417 

5623 

2. External 


32 

114 

761 

nil 

1379 

1809 

2129 

2629 

3293 

Total Public Debt. 


2054 

2443 

4735 

5273 

5947 

6590 

7179 

8046 

8916 

Small Savings 


337 

576 

973 

1069 

1146 

1251 

1397 

1525 

1660 

Other Obligations* ♦ 


474 

493 

835 

769 

924 

1088 

1548 

1812 

1820 

Total Debtf 


2865 

3511 

6544 

7111 

8017 

8929 

10124 

11383 

12396 


Note: Figures given are based on budget documents. Actuals in respect of certain items such as market borrowings, small 
savings and treasury bills are given later. 

^Include special floating loan representing India’s subscription to IMF., IBRD., and IDA., loans in course of repayment etc. 
**Investments of P.L. 480 funds. Service Funds, State Provident Funds, Deposits of depreciation. Development and Resave 
Funds etc. and Compulsory and Annuity deposits. 

tOf the total debt, an estimated amount of Rs. 300 crores is due from Pakistan on account of her share of the prepartition 
debt. 

Source: Reserve Bank of India, Report on Currency and Finance, 196S-66, p. 104. 


1. W.B. Readdaway, Development of the Indian Economy, p. 33. 
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Between 1951 and 1966 while the public debt raised 
in India (rupee loans) increased only by 21 times 
from 1438 crores to 3431 crores, the external debt in¬ 
creased by nearly more than 80 times from 32 crores 
to 2629 crores. Between 1961 and 1966, the public 
debt raised in India increased by less than a third 
from 2571 crores to 3431 crores, the external debt more 
than trebled itself from 761 crores to 2629 crores. 
The reason for this slow growth of rupee debt is the 
scarcity of domestic financial resources. Table 1 
shows India’s debt position. 

The Government had hardly any external debt in 
1951. However, there is a topsy turvy change since the 
inception of planning and today the outstanding 
foreign debt is almost as much as the domestic debt. 
So the study of the growth of external debt is very 
important in the context of our exchange difficulties 
which have tended to become chronic since 1956, 
Till the foreign exchange crisis of 1957 no request 
for loans was made to the outside world except some 
food loans to meet the difficult food situation. In the 
first half of the Second Five Year Plan, foreign 
exchange difficulties arose due to the quantum 
of imports needed in the first phase of industri 
alisation. 

Increase in,the country’s external indebtedness can¬ 
not be regarded as a wholly adverse factor. It means 
that indigenous capital is being supplemented by fore¬ 
ign capital and is thereby helping to accumulate the 
capital required for economic development. But this 
advantage is offset by the disadvantage of growing 
external payments obligations. Foreign loans carry 
a foreign exchange impediment, they must be paid 
back with interest. But a country’s ability to pay 
interest and amortization easily is itself a test of the 
effect which foreign capital had on their economic 
growth. Generally, the correct utilisation of foreign 
capital must lead to an increase in the national 
revenue through higher productivity and raise the level 
of savings. 

Efforts Aimed at Strewothening the Domestic 

Economy 

But for this a major part of the available investible 
funds must be applied to strengthen the export sector 
or they must provide import substitutes. But in 
developing countries a large part of the capital is in¬ 
vested in building infrastructure or in industries which 
aim at catering to the home market. Entrepreneurs 
have little inclination to invest in export industries 
because prices arc usually higher in the internal market 
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than in the world market and the problem of quality 
is also not there. So the capacity of the devel¬ 
oping countries' substantially to lighten their external 
debt burden within a relatively short period by creat¬ 
ing an export surplus should certainly not be overes¬ 
timated. In India also the principal efforts of the 
Government .so far have been towards developing the 
domestic economy partly through the building of 
infrastructure and the remaining part through the 
establishment of industries that produce import sub¬ 
stitutes. Following this strategy India has been able 
to produce a wide variety of products which were for¬ 
merly imported. But all these measures cannot be 
expected to result in cither increased exports or re¬ 
duced imports. In fact, the latter ha\c been increasing 
on account of heavy investment programmes and 
growing maintenance imports. 

In this state of affairs, the problem of payments of 
external debt will be very difficult because repayment 
can be done only by building up an export surplus. 
For some time, it may be possible to repay loans by 
incurring new ones. But this cannot be continued 
over an indefinite period of time. So far as interest 
and amortization are financed by foreign loans they 
place no burden on the economy, but its external debt 
rises at an accelerated rate. If a country is borrow¬ 
ing funds from abroad, the balance of payments posi¬ 
tion will pass through firstly, a stagewhere the yearly 
inflow of capital e.xcceds the debt servicing obligations 
of the debtor country and then, a stage where debt 
servicing obligations exceed the yearly inflow of capi¬ 
tal. India is in the second stage and that is why our 
balance of payments position is so critical. So a 
large inflow of foreign capital in the previous years is 
now making huge deductions from our foreign ex¬ 
change resources through debt servicing obligations. 

But at some point of time, aggregate domestic sav¬ 
ings must exceed aggregated domestic investment by 
a margin that is sufficiently large to meet interest and 
amortization charged on previously incurred debt. 
So the fact that capital already borrowed has to be 
serviced with foreign exchange makes matters worse. 
India had a persistent imbalance in trade. So even 
interest payments have to be financed through new 
loans. Throughout the plan period foreign debt and 
interest payments have increased enormously, but the 
level of export earnings generally stagnated. “Typi¬ 
cally, the countries whose debt continued the swift 
expansion of previous years were those whose imports 
rose rapidly while exports increased at relatively low 
rates. This occurred in India and a number of other 
countries in Asia and Africa in some cases because of 
internal conditions not sufficiently conducive to 
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Tabu 2 

UTILIZATION OF BORROWED FOREION FUNDS 



1960-61 

■RT” % 

crores 

1965-66 

Rs. % 

crores 

Increase during Third 
Five Year Plan : Rs. 
crores 

Steel Industry 

141 

13.5 

175 

6.8 

34 

Railways 

137 

18.0 

303 

11.8 

166 

Power Projects 

41 

5.4 

178 

6.9 

137 

Capital Goods for Specific Schemes 

20 

2.6 

334 

13.0 

314 

General Maintenance Imports 

127 

16.7 

706 

27,5 

579 

Raw Materials 

30 

3.9 

111 

4.3 

81 

Cash Credit 

83 

10.9 

181 

7.1 

98 

Food 

182 

23.9 

577 

22.5 

395 

Total 

761 

100.00 

2,565 

100.0 

1,084 


Source: Tata Quarterly, January 1966. p. 15. 


export promotion in others because of unfavourable 
demand conditions for particular export commo- 
dities .”2 

Through external borrowings the Government could 
secure real resources which are not available locally. 
The need for foreign capital is the need for capital 
equipment and resources as a whole. Even if these 
resources are available locally they are available at 
an excessively high cost. So not merely the quantum 
but also the kind of external debt is important in the 
context of our country’s development needs. The 
purposes for which foreign aid was used is important 
because those are the battle fronts where it succeeded 
or failed. Table 2 reveals the purposewise break¬ 
down of India’s foreign debt. 

Table 2 clearly shows that “food loans” which 
formed the major part of the outstanding foreign debt 
at the end of 1960-61 (23.9) still continue to be high 
though they have been exceeded by loans for mainte¬ 
nance imports. It also exhibits the fact that the prog¬ 
rammes of capital investment in India were of a kind 
which entails prolonged and considerable dependence 
on maintenance imports. The most obvious effect 
of India’s industrialization is an increase in imports 
of capital equipment required to establish new indus¬ 
tries and spare parts and components for maintenance 
plus varying proportions of the raw materi^s fuel 
and semi-finished goods which constitute the inputs 
of new industries. On the whole food loans and 
general maintenance imports form SO per cent of the 
outstanding foreign debt at the end of the Third Plan. 

2. Annual Report of the IBRD, 1965-66, p. 34. 


Next in importance is capital goods for specific schemes 
(13,0 per cent) but no developing economy can avoid 
resorting to foreign borrowing for this purpose. 
Finally, Table 2 also reveals the fact that strenuous 
efforts have been made by the Government to strengthen 
the economy. But in the short run they will not lead 
to either large scale import substitution or massive 
increase in exports. 

Components of the External Debt 

The main components of the external debt during 
the plan period were: 

(/) capita] and food grains imports; 

(n) maintenance imports; 

(///) interest and amortization charges on past debt. 

As already stated capital goods imports are in¬ 
evitable for a developing economy. Regarding food 
loans, they can be reduced only to the extent India 
makes a success of the special priorities that are being 
given to the development of agriculture in the Fourth 
Plan. We must try to add to our agricultural prod¬ 
uction at an annual rate of 10 to IS per cent by 
concentrating all the available inputs on areas assured 
of water. It is within our capacity, provided we have 
the determination, to save about 6 to 7 hundred crores 
from our import bill in the Fourth Plan. 

Regarding maintenance imports there is little that 
we can do now. We must make vigorous drive to 
produce import-substitutes. It is better to have a 
planned growth of industries which will not conunit 
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til®to compulsive tnaiub^UQce imports. 

is required, however, is that in our future 
planning we prepare a detailed inter-industry table for 
each project and place it before the hdping country 
to help us in its project or non-project aid.”* 

Regarding debt servicing there is nothing we can 
do except increasing our exports. The mounting 
burden of debt servicing makes it imperative for India 
to increase its exports at a higher rate, so as to create 
the necessary export surplus to repay the debt. But 
its primary exports are price and income inelastic in 
foreign markets. The only practical alternative is to 
increase the exports of industrial products. The 
developed countries can help the industrialization 
process in developing countries, particularly India, 
because ofits vast industrial potentialities by facilitat¬ 
ing trade in industrial products. Because of balance 
of payments considerations much of the external aid 
provided by the developed countries to developing 
countries is tied to purchases in the aid giving countries. 
If such aid with strings continues to be provided there 
is no reason why the use of such aid for purchases in 
the developing countries should not be permitted. 
“Simply put it envisages that the creditor developed 
countries instead of asking the debtor developing 
countries to discharge their repayment commitments 
through achieving an export surplus with themselves 
should allow these countries to do so through 
additional exports to other developing countries over 
and above the level of exports which would take place 
in normal circumstances.”* And the developing 
countries which receive these exports will increase 
their liabilities to the developed countries. At the 
same time the debt liabilities of exporting developing 
countries will be reduced. 

Linking Trade and Aid 

This is an excellent proposal to link trade and aid. 
With growing industrialization it may be possible 
for some industrially advanced developing countries to 
meet the requirements of industrial goods of some of 
the developing countries. India belongs to the cate¬ 
gory of industirally advanced type and given a chance 
she can export a good number of light manufactured 
goods. At this juncture what is required is reorder¬ 
ing of investment priorities form the development of 

3. "Foreign Aid, a Critique"--BIiw Supplement-Afoii/Ab' 
atmiunuuy on Indian Bconontic ContUtions, Indian Institute of 
public Ophuon. VoL VII, No. 1., August 19dd. 

4. D.R. IjLhBtichBte. "Debt Servicing as an Aid to Promo¬ 
tion of ITa^ of Developing Countries." Oj^ord Eeononde 
Papers, Vol. W, No. 2, July 196fi, p. 227. 


import substitutes as has been the practice so far to 
the creation of industries that will principally cater to 
the foreign markets. 

In the short run all that needs to be done is to ask 
for suspension of the repayment and interest charges 
which will fall due in this and the next Plan. Debt 
service by itself is a huge amount and is rising rapidly. 
The rise in debt service during the recent years reflects 
the debt due for the last several years. Because of 
grace periods there is time lag to feel the impact of the 
debt service on balance of payments. As substanthd 
part of the debt has been incurred in the recent years 
the burden of repayment is expected to mount rapidly 
in the Fourth Plan and subsequent ones. 

There is an important element in India’s external 
debt. A part of the debt is repayable in rupees. The 
problem of debt servicing has been temporarily mitiga¬ 
ted by arrangements for the payments of interest and 
amortization in rupees. It is also conceivable that part 
of such a debt will not be repatriated as it will be spent 
in India itself. The distinction between the rupee and 
other foreign debts ceases to exist when these loans 
are repaid. 

There is hardly any country in the world which did 
not depend on foreign capital at one stage or other of 
its economic development. It is the foreign exchange 
gap necessitated by a country’s developmental efforts 
that is intended to be filled by aid. In India also as the 
momentum for development planning picked up from 
one plan to other, the role of forei^ capital was 
increasingly realised. But foreign capital should be 
regarded as scare factor of production to be devoted 
to the most productive use. “Foreign loans have been 
absorbed in the expansion of the domestic economy. 
But the servicing of forei^ debt is conditioned by the 
growth of exports. Foreign loans should be increas¬ 
ingly used for changing the structure of the economy 
which should progressively result in mepanding the 
exports.”* In the process of economic development 
through external assistantce is necessary it cannot be 
a substitute for export promotion . That does not 
mean that it would be wrong to continue with capital 
imports. But as early as possible, India must build 
an industrial structure which would be capable of 
functioning satisfactorily even if the imports 
ceased. There is every necessity for an early reduction 
in our dependence for external assistance for our 
development programme and such of the assistance 
which is forthcoming should be utilized in a manner 
that would enable us to carry out our development 
programme on the basis of our own efforts. These 
domestic efforts are extremely important because 
through them the world judges the strength of India’s 
claim to foreign aid. This stems from the moral 
judgment that only those who help themselves deserve 
to be helped. 
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5. NX).A.B.Rh Management of Pnblk Debt In India, p. 112. 
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Deficit Financing 

K. N. Ramanumm 



Now-a-days the phrase “deficit financing” is subject 
to criticism by politicians—especially by opponent 
parties. It is appropriate to study opposition whether 
“deficit financing “is so cruel as described by the 
opposition parties or it is as good as made by some 
economists. According to Dr. V.K.R.V. Rao, Union 
Transport Minister, “deficit financing” in the orthodox 
sense, embarking on a Government outlay in excess 
of Government receipts fiom taxes and other receipts, 
had its origin in war finance later followed by objec- 
like {/) deficit financing for off-setting depression; 
(//■) deficit financing for compensating inadequacy of 
private investment; and (///) deficit financing for 
economic development. 

So we can state that deficit financing stands for 
government spending in excess of government receipts 
in the shape of taxes, earnings from State enterprises, 
loans, savings and deposits from the public and other 
miscellaneous resources. Strictly speaking, this extra 
expenditure may be covered by the issue of inconverti¬ 
ble paper currency (i.e.printing of paper money without 
adequate backing) or loans from foreign governments 
or from foreign nationals or the accumulated balance 
of the past money may be drawn upon. So in short, 
the excess of government expenditure over government 
revenue is called “deficit financing”. That is why the 
conception of treating a surplus budget as a virtue and 
a deficit budget as a vice has certainly disappeared. It 
is evident that the modern governments are resorting 
more and more to deficit financing budgets to shoulder 
and solve their growing responsibilities in political 
and economic fields. 

As far as India is concerned, the term “deficit financ¬ 
ing” is being used in a narrow sense, because it denotes 
only the creation of new money i.e.mceting the deficit 
through the notes printing machinery. The first Five 
Year Plan Report states that “ deficit financing is 
the direct addition to gross national expenditure 

Shri K.N. Ramaniyam is Lecturer in Commerce, Annaniatei 
University. 
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through budget deficits whether budget deficits are 
on revenue or capital account,” From this we can 
understantand that for us deficit financing does not 
mean the gap between the receipts and expenditure of 
the government by raising loans or other means. In 
India it only means the creation of extra money by the 
Reserve Bank on the request of the government. It 
is also important to note that this extra money is being 
created only against the promise of government to pay 
off the loan at a future date—certainly not against any 
deposit of securities and bullion or foreign exchange 
(the Reserve Bank's usual securities for note issue). 

Importance of Deficit Financing 

When India adopted the policy of a‘welfare State’, 
she had to face the issue of raising more funds for her 
economic development. Our Five Year Plans have 
been launched with a view to fight against want, 
disease, ignorance, squalor and idleness in our country. 
So, naturally, there was need for increased resources. 
In India, deficit financing is a boon and it has come 
luckily as a magic wand in the hands of our Planners 
to bridge the gulf between expenditure and revenue. 
Without deficit financing we could not have achieved 
the goals of our Five Year Plans so far. The bold 
experiments that India is making in “democratic 
planning” revolve round the essential pivot of deficit 
financing. 

The experts of the Reserve Bank of India like 
L.N. Sinha, V.V. Bhat, A.G. Chandavarkar and 
D.R. Khatkhate in their Analysis of Money Supply 
in India, have observed that “in India the Govern¬ 
ment budget presents deficit financing as comprising 
the changes in the government sector’s cash balances 
and the Reserve Bank’s holdings of ad hoes as well as 
loans and advances to the government sector. If, 
however, deficit financing is defined as representing the 
total impact on money supply of the government sector, 
it should also include the variations in(o) the holdings 
of the government securities of the Reserve Bank and 
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the holdings of treasury bills and government securities 
of the banks; (b) the foreign exchange assets of the 
Reserve Bank as a result of the government sector's 
net purchases/sales from/to the Reserve Bank; (c) the 
net non-monetary liabilities of the banking system as 
a result of its transactions with the government sector; 
and (</) the currency liability of the government to 
the public.”^ 

Unbacked Paper Currency 

Some economists are of opinion that the chief 
culprit for the distortion and the disarray of our 
economic life is deficit financing. The extent of deficit 
financing during the First Five Year Plan was originally 
expected to be of the order of Rs. 290 crores as against 
the outlay of Rs, 2,069 crores in the public sector. 
But in the actual practice it amounted to Rs. 532 
crores. Similarly, the share of deficit financing during 
the Second Five Year Plan was originally fixed at 
Rs. 1,200 crores forming exactly 25 per cent of the total 
expenditure in the public sector. In the midst of 
foreign exchange crisis of the worst type, it was very 
much feared that the amount might go higher than 
scheduled. But fortunately it was Rs, 25 crores less 
than the targeted amount. The Third Plan has made 
a modest provision of Rs. 550 crores for the deficit 
financing. This was less than 50 per cent of the figure 
provided for in the Second Plan. But the total 
deficit financing for the year 1965-66 was itself put at 
Rs. 404 crores wheseas the figure for the previous year 
was Rs. 162 crores. And now total deficit financing 
over the three plan periods has exceeded Rs. 2,00 
crores. Deficit financing during the first year of the 
Fourth Plan (i.e. 1966-67) is estimated at Rs. 300 
crores. This unbacked paper currency bring about 
a rise in prices. But this increase in paper money 
would be welcome provided that this increase is made 
to correspond to the rise in national production, 
because then there would be no increase in prices. 
Moreover, the government may issue paper money to 
increase money supply in order to facilitate larger 
number of transactions provided that equivalent 
amount of gold is put into government treasury. Only 
on this condition government may issue paper cur¬ 
rency corresponding to increase in production. Other¬ 
wise it would not be a healthy sign for the economy. 

Money Supply 

Deficit financing of the government sector has an 
expansionary impact on money supply; but at the same 

1. Resent Bank of India Bulletin, July 1961, p. 1053. 
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time, it is not the onlyfactor operating on the volume 
of money supply. There are other factom such as 
(0 net bank credit to the government; (ii) net bank 
credit to the private sector; (/i7) net foreign exchange 
assets of the Reserve Bank; (/v) government’s net 
currency liabilities to the public; (v) net non-monetary 
liabilities of the Reserve Bank and (vi) net non-moneta> 
tary liabilities of the banks. These factors determine 
the variation in money supply and an increase in the 
above items has an expansionary impact on money 
supply. Table 1 indicates clearly the various factors 
affecting variations in money supply in 1966. 

Tabu 1 

FACTORS AFFECTING VARIATIONS IN MONEY SUPPLY 
IN 1966 

{Rs. in Crores) 


1. Net bank credit to Covemment (a-l-b) -1-313 

(a) Reserve Bank’s net credit to Government 

(iH-iiH-iii) +186 

(i) R.B.T. holdings of government securi- 
rities (including treasury bills) and 

Rupee coins +262 

(ii) Loans and advances to State governments —68 

(iii) Government deposits with the Reserve 

Bank +8 

(b) Bank’s holdings of government securities +127 

2. Net bank credit to private sector (a—b) H 57 

(a) Bank’s advances and holdings of private 

securities -i-335 

(b) Bank’s time deposits +278 

3. Net foreign exchange assets of the Reserve Bank +60 

4. Government’snetcurrencyliabilitiestothepublic +20 

5. Net non-monetary liabilities ofthe Reserve Bank +54 

6. Netnon-monetaiyliabilitiesofbanks(inchiding- 

some errors of commission) + 33 

7. Variations in money supply with the public 

(1+2+3+4+4—5--6) -1-363 


Source : Jke Economic Times, May 25, 1967 

As a result of continued pumping of paper currency,, 
the money supply increases every year. During the 
10 years of the Second and Third Rians and in 1966-67 
the total money supply increased by Rs. 2,747 crores 
(Government sector Rs. 3089-f Private sector Rs. 774- 
crores—^foreign exchange assets Rs. 704 crores—other 
factors Rs. 412 crores). The combined expansionary 
impact of the net expansion of aedit (by entire bank- 
ing system) to both the government and private sectors 
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Tabli 2 

REAL NATIONAL INCOME, MONEY SUPPLY AND WHOLESALE PRICES 


National Income at 1948-49 Prices Money Supply with the Public Wholesale Prices 

_ _ (average for the year) 

Percentage rise Percentage rise Percentage rise 

Year ’ 



Amount 

Over 

Cumulative rise 

Amount 

Over 

C'nmulativc rise 

Average Over 

Cumulative rise 


(Jis. crores) Previous 

since since 

(Rs. 

Previous 

sime 

since 

Inde.v 

Previous 

since 

since 



Year 

1955-56 1960-61 

crores ) 

Year 

195.5-56 

1960-61 


Year 

1955-56 1960-61 


(1) 

<2) 

(3) (4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(ID 

(12) 

1955-56 

10.480 


— 

2.049 

— 


— 

92.5 

— 

— 

— 

Second Plan 












1956-57 

11,000 

5,0 

5.0 — 

2,223 

8.5 

H 5 

— 

105.3 

13.8 

13.8 

— 

1957-58 

10,890 

~I.O 

3.9 - 

2,3.34 

5.0 

11.9 

— 

108.4 

2.9 

17.2 

__ 

1958-59 

11,650 

7.0 

11.2 

2,395 

2.6 

16.9 

— 

112.9 

4.2 

22.1 

— 

1959-60 

11,860 

1.8 

13.2 — 

2,551 

6.5 

24.5 

— 

117.1 

3.7 

26.6 


1960-61 

12,730 

7.3 

21.5 

2,725 

6.8 

33.0 

— 

124.9 

6.7 

35.0 

— 

Third Plan 












1961-62 

13,060 

2.6 

24.6 2.6 

2,844 

4.4 

18.8 

4.4 

125.1 

0.2 

.35.2 

0,2 

1962-63 

13,310 

1.9 

27.0 4.6 

3,098 

8.9 

51.2 

13.7 

127.9 

2 2 

38.3 

2.4 

1963-64 

13,970 

5.0 

33.3 9.7 

3,476 

J2.2 

69.6 

27.6 

J 35.-1 

5,8 

46.3 

8.3 

1964-65 

15,050 

7.7 

43.6 18.2 

3,866 

11.2 

K8.7 

41.9 

152.7 

12.9 

65.1 

22.3 

1965-66 

14,490 

—3.7 

.18.3 13.8 

4,238 

9.6 

106.8 

55.5 

165.1 

8.1 

78.5 

32.2 


Source : The Econotmc Times May 22, 1967, P.5 


was of the order of Rs. 3,863 crores. ll is easy to under¬ 
stand the impact of this great increase in money supply 
of the prices. Of course, the private sector also is 
responsible for the increase of money supply and 
corresponding inflation. But deficit financing practi¬ 
sed in the private sector is quite diflerent from that 
of the government for various economic reasons. 

Deficit Financing and Inflaiion 

Money in circulation must pay for the goods and 
services available to the community. An increase in 
the amount of money in circulation without a simul¬ 
taneous increase in goods and services leads to infla¬ 
tion. Inflation may be defined as a state of economy 
in which rise in prices occurs in a spiral form. The 
rise in prices because of deficit financing is inflationary 
because like an intoxicant, the power of deficit financ¬ 
ing to stimulate economic development depends on 
more frequent and larger doses of it. Moreover, each 
fresh inftision of purchasing power tends to push up 
prices higher and higher. Jt might lead to a consi¬ 
derable rise in prices. Prof. B.R. Shenoy calculated 


that deficit financing might raise the prices by at least 
16 to 19 per cent per year amounting to a total rise of 
at least 78 to 95 per cent at the end of the Second Five 
Year Plan. But prices might not rise at this rate. 

Apartfrom the increase in numey supply, we should 
also lake into considcratioji the growth of real output 
as another factor which will cause the increase in 
prices. In the words of Mr. Narottam Shah, “broadly 
speaking, it may be stated that, other things being 
equal, so long as ilic percentage increase in money 
supply keeps pace with the percentage increase in real 
output (i.c. net national product at constant factor 
cost) the prices would lend to remain stable. If, how¬ 
ever, the increase in money supply is larger than the 
increase in real output the prices would tend to 
increase." So the lack in growth of real output is 
also another rca.son for an increase in prices. 

Table 2 shows clearly the relevant data in respect 
of the inflation such as real national income, money 
supply, whole sale prices etc. It will be seen that 
during the ten years of the Second and Third Plans, 
the real output increased by 38 per cent, but money 
supply increased by 107 per cent. It can also be 


March 1, Jy68 


27 




understood that the persistently faster increase in 
money supply for a prolonged period led to an increase 
of 79 per cent in the prices. Apart from the increase 
in money supply and lack in the growth of output 
some counterpart funds also aid inflation. Govern¬ 
ment agencies give a further momentum to the 
inflation by issuing counterpart funds against PL-480 
foodgrain supplies. During the last 10 years no less 
than Rs. 1,011 crores have been pumped into the 
money supply in the shape of counterpart funds against 
PL-480 food supplies. Therefore, due to these factors 
prices keep soaring. 

Unfunded Dehj 

The framers of the Fourth Plan have stated that 
there would be no deficit financing during the Fourth 
Plan, despite the fact that they have taken credit 
for Rs. 565 crores for “unfunded debt” which means 
nothing but paper money. No doubt it is another 
device for having recourse to deficit financing. This is 
also another reason for rising prices and galloping 
inflation. So the rising prices generated by deficit 
financing have had a disastrous effect on the savings of 
the people. 

Dangers of Inflation 

The rising of prices is harmful to the economy, 
because the emergence of inflation upsets all calcula¬ 
tions in the Plans. An increase in prices and wages 
will have a corresponding increase in the original 
estimates of the cost of almost every project taken in 
hand. This makes it necessary to create more money 
which results in a further rise in prices. These rising 
prices bring a series of strikes by labour to combat the 
ever increasing cost of living. Middle classes with 
fixed incomes arc unable to maintain their standard 
of living. Their savings tend to have smaller 
and smaller value. The only person who is 
benefited by this inflation is the speculator. The 
speculators buy property of all kinds in the rising 
market paying as little as possible on the security of 
the property. Their borrowings also swell the money 
supply and increase the price level further. Then they 
dispose of part of the property at higher prices and 
pay off their loan. Thus, they acquire wealth practi¬ 
cally at very little cost and they use this wealth to 
purchase luxury articles at higher prices. In this 
way productive resources arc diverted to the luxury 
trades in preference to the production of socially 
desirable goods and services. Needless to say that all 
these evils tend to nullify our Plans. 


Is Elimination of Deficit Financing Possible? 

Due to large doses of deficit financing during the 
last three Plans, the country is facing immense inflatio¬ 
nary pressures and there is a chance for the occurence 
of above dangers. Some of the eminent economists 
also are in favour of elimination of deficit financing. 
But at the present juncture it is not possible for anyone 
to eliminate the same, because in order to eliminate 
deficit financing government must either reduce its 
expenditure or increase its receipts. During the Third 
Plan period, government expenditure amounted to 
Rs. 20,470 crores (Defence Rs. 3296 crores, other non¬ 
development Rs. 5219 crores, non-Plan develop¬ 
ment Rs. 3327 crores and public sector plan 
outlay Rs. 8628 crores) whereas the sources of 
finances for the government sector were (i) tax 
revenues and miscellaneous receipts Rs. 12,503 
crores, (/i) surplus of the government owned enter¬ 
prises Rs. 2194 crores (including interest), {Hi) draft on 
savings of the non-government sector Rs. 1890 crores, 
(/v) deficit financing Rs, 1400 crores, (v) External 
assistance Rs. 2455 crores, and (W) Statistical discre¬ 
pancy Rs. 28 crores. But neither reduction in govern¬ 
ment expenditure nor increase in receipts could 
be implemented by the government at the prevail¬ 
ing condition of our economy, because reduction in 
government expenditure would lead to retrenchment 
of the staff, wage freez, labour unrest, opposition 
of trade unions and severe depression in the 
economy in general. On the other hand when we 
consider the other step i.e. increase in government 
receipts it is clear that this also cannot be done for 
various economic reasons. Moreover, from the above 
mentioned government receipts we know that during 
the Third Plan Period deficit financing provided only 
Rs. 1400 crores i.e. 6.8 per cent of the total resources 
raised by the government sector. Therefore, even if 
this deficit financing is eliminated it would mean that 
this amount would have to be raised from other sources. 
But elimination of deficit financing would be good 
only when there is no raising of funds from other 
resources,. 

Is Deficit Financing a “Must” for Backward 
C oUNTRIffi 

Naturally, the backward countries are anxious to 
end the state of stagnation in their economy and so 
they try to find the necessary resources to finance their 
development plans. But the question naturally arises 
as to wherefrom they can get sufficient finances while 
their savings are limited and their foreign aid receipts 
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only fill a minor gap in their balance of payments 
deficit. Such countries cannot solve their problems of 
chronic unemployment and underemployment and 
they cannot increase their output and .standard of 
living etc., without a heavy investment in economy. 
Therefore the only alternative is deficit financing within 
reasonable limits. If the doses of deficit financing arc 
beyond the required limits, they tend to push up prices 
especially, as the additional investment outlay is not 
compensated by an equal addition to the voluntary 
savings or reduction in private spending. But if 
investment is undertaken on productive items such as 
agricultural improvement, setting up of new industries, 
training of workmen etc., it will pave the way for an 
increase in production and higher standard of living. 
Under these circumstances inflation caused by deficit 
financing is only temporary and so it is welcome. If 
the time interval is still shorter, it would be better 
still because investments made in connection with 
short-term projects would lead to fairly rapid 
expansion of output. For example, in the case of im¬ 
proved methods of cultivation, community projects, 
construction of tubewells, soil erosion measures, 
small-scale industries we can expect immediate results. 
In the present state of the economy it is questioned 
whether deficit financing could be used for 
long-term projefcts like irrigation or flood control or 
hydro-electric projects which make the greatest per¬ 
manent contribution towards an expansion of output. 
No doubt long-term projects will give higher dividends 
than short-term investments, but they will take 
considerable time (o bear fruits. Therefore, in a 
developing economy in the initial stage, deficit financ¬ 
ing is a ‘must’ because it paves the way for the expan¬ 
sion of government revenues and for its borrowing 
capacity by increasing production. Further it aug¬ 
ments the stock of capital and cheapens production. 
In this way deficit financing is self-liquidating in the 
long run. 

Limitations 

If deficit financing is undertaken under controlled 
conditions and its extent is moderate, it might 
do little harm. So the limit to deficit financing 
is set by the emergence of uncontrollable inflationary 
conditions. When inflation reaches a stage it 


distorts the economy, weakens the confidence in the 
currency, reduces the incentive to savings and to pro¬ 
ductive investment and inflicts hardships on large 
sections of the community, and ceases to promote 
cither capital formation or economic development. 
Doses of deficit financing should be moderate. 
If it causes rapid inflation, it should be stopped and 
the inflationary pressures must be curbed by taking 
adequate economic measures. If it is handled pro¬ 
perly it imparts health and regenerates tlic stagnant 
economy. Otherwise, it will ruin the economy due to 
all round inflationary tendencies. India bears testi¬ 
mony to this truth and, perhaps, guided by the rich ex¬ 
perience of the three plans, it was determined that the 
provision for deficit financing in the Fourth Plan will 
he marginal. 

States Versus Centre 

Just as the Central Government resorts to deficit 
financing, the State governments also resort to deficit 
financing through overdraft on the Reserve Bank, 
If the central government wants to slop deficit 
financing, the Stales will also have to set their house in 
order and abjure overdrafts. There should not be any 
controversy whether states may resort to deficit 
financing by this method. Some of the economists 
support the States in this respect whereas others dis¬ 
agree. The right to create money must be the ex¬ 
clusive prerogative of the Central Government. 
States should not be allowed to resort to deficit financ¬ 
ing , At present 60 per cent of the total expenditure 
of the States is being financed by the resources trans¬ 
ferred to them by the Centre. Instead of trying to 
raise their own resources, they tend to pressurise the 
Centre for more funds. The non-Congress ministries 
in some States accentuate this tendency and they even 
try to send ultimatums to the Centre. But 
some of the States may have genuine financial strin¬ 
gency, and the correct way is to raise more resources. 
If the Central Government wants to eliminate or stop 
deficit financing it should exercise strict fiscal disci¬ 
pline over the State governments. Only then would 
the measures undertaken to curb inflationary pressures 
or to stop deficit financing or to have marginal deficit 
financing be successful. 
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‘WHAT WILL I BE V 


...doctor, lawyer, enflineer, 
professor.? 

Whatever you wish to be 
when you grow, there are enough 
opportunities to success. All you 
have to do is to work hard. 

More and more facilities are 
available year after year for 
students. Lack of money wilt NOT 
stand in your way. For instance, 
if you achieve distinction in your 
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studies, the National Science Talent 
Scheme offers attractive scholar* 
ships to cover the course of study 
in college, from 1st year B. Sc. 
to Ph. 0. Similar lacISities 
are available to promising 
students, for study in India 
and abroad, through numer¬ 
ous scholarship schemes. Every 
year scholarships worth Rs. 30 
crores are distributed to students 
in high schools and colleges. 

PLAN MEANS PROGRESS 
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Marketing Pattern and Growth of Marketed 
Surplus of Gram in Punjab and Haryana 

Kartar Singh Gill 


Efforts to increase production get frustrated if the 
produce is not marketed efficiently. Efficient market¬ 
ing on the other hand encourages the producers to 
increase marketed surplus. Since long producers 
are accustomed to sell their produce immediately 
after harvest thereby causing a glut in the markets. 
With the improvement in slaying power of the 
producers and also with the establishment of ware¬ 
houses now the cultivators are in a position to 
withhold their stocks till lean periods to avail of the 
higher prices. 

In view' of the acute food shortages in India, 
efforts are being made to increase production and 
marketed surplus, in order to feed the urban popula¬ 
tion. Though gram is primarily a pulse crop yet it 
is used in many other forms for human consumption. 
It is, therefore, imperative to increase the marketed 
surplus of this crop. 

This study is an attempt to examine the market¬ 
ing pattern and growth of marketed surplus for gram 
in Haryana and Punjab States over a period of last 
decade in order to draw some conclusion for use in 
policy decisions affecting pattern and extent of the 
flow of gram crop to the markets of these states. 

With a view to examine the marketing pattern of 
this crop the biggest producers’ market of the two 
states i.e. Sirsa in District Hissar was selected. 
Secondary data on arrivals tfti'd prices of gram were 
obtained from the Market Committee Sirsa. Market¬ 
ing year was split up into 3 periods, (i) Peak market¬ 
ing period (April-July) when majority of the prod¬ 
ucers especially the small farmers sell their produce, 
(i7) Mid-year period (August-November) when the 
producers of average financial position sell because 
they cannot withhold their produce any longer and 

Shri Kartar Singir Gill is Assistant Marketing Officer, 
Department of Economics and Sociology, Punjab Agricultiual 
University, Ludhiana 


(Hi) lean period (Dccember-March) when generally ' 
the producers of only good financial position sell their 
produce. Percentage of annual arrivals in the market 
during these three periods was worked out. Average 
prices were also worked out so as to examine the 
price differentials in these three periods. 

With a view to examining the impact of production 
on marketed surplus six important gram producing 
districts of these states were selected. In each of the 
selected district two markets, one big and one small, 
were studied. Selected districts and markets were 
as under: 

Table 1 

SELECTED DISTRICTS AND MARKETS TAKEN UP 
FOR STUDY 


Districi Selected Markets 

Big Markets Small Markets 


Haryana 

Hissar 

Sii<,a 

I.oharu 

Rohtak 

Rohtak 

Sampla 

Kama! 

Kaithai 

Shahbad 

Putdab 

Ferozepur 

Abohar 

Jalalabad 

Bhatinada 

Mansa 

Bhucho 

Sangrur 

Bamala 

Bhadurgarh 


Coefiicients of correlation were worked out in 
order to examine the relationships between production 
and arrivals from 1955-56 through 1964-65 for 
bigger as well as small markets. 

Impact of lean period prices (when prices are 
generally high) on decisions of the farmers to market 
their produce in following years was also examined. 
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Warehouse stocks of gram in the biggest markets 
of the two states i.e. Sirsa, Rampuraphul, Dabwali 
and Mansa Markets were examined for the year 
1963-66 in order to examine the extent to which the 
producers have made use of the warehousing facili¬ 
ties in these markets. 


with the average arrivals pattern in corresponding 
periods during 1952-55 as in Table 3. 

Tables 

PERCENTAGE OF ANNUAL ARRIVALS DURING 
DIFFERENT PERIODS, SIRSA MARKET, 1952-55 and 

1963-66 


Marketing Pattern 

Marketing pattern of gram in Sirsa Market along- 
with the prevailing prices during different periods of 
the year since 1952 through 1966 is given in Table 
2 and is depicted in Fig.l. 

Table 2 

ORAM ARRIVALS AND PRICES DURING DTFHERIINT 
PERIODS, SIRSA MARKET (1952-66) 


Peak Peartod Midyear Period Lean Period 

Year - -- 

Percent of Prices Percent of Prices Percent of Prices 
yearly per Qtl. yearly per Qtl. yearly per Qtl. 
arrivals arrivals arrivals 


1952-53 

65.3 

37.02 

17.5 

47.27 

17.2 

46.79 

1953-54 

59.4 

39.45 

17.5 

40.84 

23.1 

35.59 

1954-55 

82.2 

26.80 

6.6 

24.21 

11.2 

17.88 

1955-56 

57.8 

t5.67 

6.5 

18.80 

35.7 

25.68 

1956-57 

50.4 

27.1)4 

19.6 

31.71 

30.0 

33.80 

1957-58 

53.06 

29.89 

20.0 

30.61 

26.4 

28.05 

1958-59 

67.5* 

32.24 

22.5 

46.23 

10.0 

55.61 

1959-60 

60.7 

33.70 

17.9 

-32.0 

21.4 

33.20 

1960-61 

58.9 

36.43 

17.8 

30.05 

23.3 

.34.81 

1961-62 

42.6 

35.99 

33.9 

36.21 

23.5 

37.97 

1962-63 

57.8 

38.12 

24.2 

40.99 

18.0 

37.74 

1963-64 

72.7 

.38.45 

17.5 

41.80 

9.8 

52.20 

1964-65 

69.7 

56.15 

20.4 

70.37 

9.9 

65.36 

1965-66 

67.6 

50.79 

22.1 

50.24 

10.3 

54.90 


Table 2 read with Fig.l. indicates that through the 
period of fourteen years with a few exceptions arrivals 
were the heaviest and prices at their lowest during 
post harvest periotl. The situation was reversed in 
the lean period. Thus the major portion of the culti¬ 
vator’s produce was sold at the lowest prices during 
post harvest period. This was mainly due to lack 
of withholding capacity of the producers because of 
poor financial position and lack of storage facilities 
with the producers. 

Shifts in Marketing Pattern 

In order to examine the shifts in marketing pattern 
of gram, percentage of average annual arrivals during 
different priods in the year 1963-66 were compared 


Period 

Average for Average for 

3 years ]952‘55 3 years 1963-66 

Shift:; 

Peak season 

69.00 

70.00 

1 1.00 

Mid year period 

14.00 

20.00 

-1 6.00 

Lean priod 

17.00 

10.00 

-7.00 


There was only a slight change in marketing 
pattern of gram in this market. Sales during lean 
period decreased by seven per cent and increased by 
one per cent during post harvest period, and sales 
during midyear period increased by 6 per cent. 
The producers, thus, effected no discernible change 
in the marketing pattern of gram. The markets 
were still glutted the same way during post-harvest 
period. 

Price Expectations and Marketing Patifrn 

Table 3 shows that average prices of gram over 
the last 14 years were generally higher during lean 
period as compared to those in the peak marketing 
period. The highest prices received by the cultiva¬ 
tors in any year arc expected to affect his decision 
in timing the sale of his produce in the following year. 
The lean period prices being almost invariably highest, 
the price differentials of the prices in lean periods of 
the current year and previous lean period prices 
were worked out to examine their impact on sales 
pattern of gram during the post harvest, midyear 

and lean periods of the succeeding year. Absolute 
differentials in prices and arrivals over periods arc 
given in Table 4. 

Coefficients of correlation of arrivals with these 
differences over different periods were worked out 
and ‘r’ values obtained were as under: 

Peak period -0.1113 

Midyear period -f 0.1652 

Lean period -1-0.2472 

The results were not found significant. This 

indicated that the marketing decisions of producers 
were not guided by price expectations in lean months. 
They could not withhold the produce for sale in lean 
months due to pressing financial needs. 
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Table 4 

CHANGES IN CURRENT LEAN PERIOD PRICES OVER 
COMPARABLE PRECEDING YEAR’S LEAN PERIOD 
PRICES AND ITS IMPACT ON SALES OF GRAM IN THE 
SUCCEEDING YEAR 


D'ff'erence in prices Increase or decrease in (percent) sales of 
of current lean period gram in different periods compared 

compared to preceding to previous year 

year's lean period prices 


Year Difference 
per quintal 
(Rs.) 

Year 

Peak 

period 

Midyear 

period 

Lean 

period 

1953-54 

—11.45 

1954-54 

+22.8 

—10.9 

—11.9 

1954-55 

—17.71 

1955-56 

—24.4 

— 0.1 

+24.5 

1955-56 

-1- 7.80 

1956-57 

— 7.4 

+ 13.1 

— 5.7 

1956-57 

+ 8.12 

1957-58 

+ 3.2 

+ 0.4 

— 3.6 

1957-58 

— 5.75 

1958-59 

+ 13.9 

+ 2.5 

—16.4 

1958-59 

+27.06 

1959-60 

— 6.8 

— 4.6 

+11.4 

1959-60 

—21.91 

1960-61 

— 1.8 

— 0.1 

+ 1.9 

1960-61 

— 1.61 

1961-62 

—16.3 

+ 16.1 

+ 0.2 

1961-62 

— 3.16 

1962-63 

+ 15.2 

— 9.7 

— 5.5 

l962-b3 

— 0.23 

1963-64 

+14.9 

— 6.7 

— 8.2 

1963-64 

+ 14.46 

1964-65 

— 3.0 

+ 2.9 

+ 0.1 

1964.65 

+ 13.16 

1965-66 

— 2.1 

+ 1.7 

+ 0.4 


ExrENT OF Warehousing Facilities Used by the 
Farmer 


To meet the financial and storage requirements of 
the producers, awarehousing scheme was started in 
1956. The warehouses for storing gram have 
not, however, been used by the cultivators. In 
gram markets of Sirsa, Mansa, Rarapuraphool and 
Mandi Debwali, entire quantities of the gram stored 
from 1963 through 1966 belonged to the traders 
Monthly average quantities stored were: 


Months 

Stocks 

April 

1632 

May 

11136 

June 

25345 

July 

25142 

August 

21502 

September 

18933 

October 

18088 

November 

14619 

December 

13010 

January 

8205 

February 

3292 

March 

5595 


The main reasons why the producers did not avail 
of the facilities of the warehouses were that : (i) The 


majority of the producers arc not business minded; (ii) 
mostly the crop was grown on unirrigated land. Due 
to weather uncertainty the producers preferred to keep 
their stocks in villages as long as they did not get the 
new crop. The storage, thus, lasted sometimes over 
a period of two years. Warehousing storage become 
prohibitive thereby. (i7i) The procedure of getting loans 
from the commercial banks seemed to be a little 
complicated for the producer; and (/v)The warehouses 
were situated in the markets at distant places from 
the villages. The producer, therefore, did not trans-^ 
port their produce to the warehouses for the purpose 
of storages. 

Growth of Marketed Surplus 

The relationship of production and marketed 
surplus was studied in six important gram growing 
districts viz: Hissar, Rohthak and Kamal in Haryana 
and Bhatinda, Sangrur and Ferozepur in Punjab. To 
estimate the relationship between production and 
arrivals one major and one small market was selected 
from each of these district. Annual arrivals for these 
markets were compared with the productioon as in 
Table 5 and Fig. 2. Fig. 2 indicated that in major 
gram markets arrivals generally moved directly with 
the production but in smaller markets the arrival 
curve deviated from the production curve to a 
considerable extent. 

Tables 

PRODUCTION AND ARRIVALS IN SOME MAJOR AND 
SMALL MARKETS OF SIX DISTRICTS IN PUNJAB 
AND HARYANA STATES, 1955-65 


Production IVse or Arrivals Rise or Arrivals Rise or 
Years In selected fall over in major fall over in small- fait over 
districts previous markets previous Markets previous 
000 M.Tons years year year 


1955-56 

1196 

100 

1075 

100 

80 

100 

1956-57 

1315 

+ 10 

1270 

+ 18 

101 

26 

1957-58 

1407 

+ 7 

1593 

+25 

111 

10 

1958-59 

1199 

—15 

1069 

—35 

69 

—38 

1959-60 

1716 

+43 

2011 

+ 88 

92 

+34 

1960-61 

1220 

—29 

1060 

—47 

43 

—54 

1961-62 

1409 

+ 15 

1321 

+25 

51 

+18 

1962-63 

1196 

—16 

1013 

—33 

79 

+55 

1963-64 

1112 

— 7 

1376 

+35 

102 

+29 

1964-65 

784 

—29 

837 

—39 

66 

—35 


Table S shows that arrivals did not change exactly 
according to the changes in production. This was 
due to the fact that in districts like Hissar, Bhatinda, 
Rohtak and Sangrur where gram is grown mostly 
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in unirrigated areas, the cultivators hold their stocks 
sometimes up to 2 years till the next good harvest. In 
case there occur timely rains and the crop is sown in 
time and the growth is normal, the old stocks are 
disposed off. Also, gram is fed to the cattle throughout 
the year. In case of drought there occurs acute 
scarcity of fodder and consumption of gram as cattle 
feed at the farm increases. Thus, in years of low 
production, arrivals decrease much more and during 
the normal years arrivals, sometimes, increase more 
than the increase in production and vice-versa. 
However, in small markets the arrivals deviate from 
the production abnormally. This might be due to 
the fact that with the development of metalled roads 
and increase in the number of tractor trolleys, larger 
qriantities of gram from feeding areas of a small 
markets are now taken direct to the bigger markets. 

In order to quantify the degree of inter-relation¬ 
ship between production and arrivals of gram, coeffi¬ 
cients of correlation (r) were worked out for big and 
small markets. The coefficients obtained were as 
under: 

Production in selected Districts and 
arrivals in bigger markets. r = - 0.8620* 

Production in selected Districts and 
arrivals in smaller markets. r - 0.2S69 

The coefficient was found to be highly significant 
for bigger markets while it was not significant 
for small markets. It was expected, because 
the arrivals in small markets do not reflect the true 
picture of over all market arrivals. The bigger market 
in spite of an clement of secondary arrivals which 
can be assumed to be a constant proposition over 
years, reflect a fairly good picture of changes in 
arrivals over years. 

*Significant at 1 % level. 


Conclusion 

In conclusion, it could be said that there was no 
change in marketing pattern of gram with the prod¬ 
ucers of Punjab and Haryana States over last decade 
and a half. Due to hard pressing financial require¬ 
ments about 70 per cent of the farm produce was 
sold during peak marketing season when price 
ruled low. Hi^er lean period price did not have 
a significant effect on decisions of the farmers to sell 
their produce during the following year. Warehous¬ 
ing facilities for gram were not availed by the prod¬ 
ucers. Increased production resulted in increased 
marketed surplus. 

To increase the income of the farmers and marketed 
surplus it is suggested that: (/) The producers need 
to adopt orderly marketing and not to sell their 
produce immediately after harvest. For financial 
and storage requirements they could avail of ware¬ 
housing facilities. It would be better if warehouse 
branches are opened in the villages and credit based 
on stored produce is advanced through the village 
cooperatives, (/i) Government have to act as potential 
purchaser and seller through out the year in order to 
eliminate slumps and peaks in the prices. (iiV) 
Mechanization and the use of tractors will reduce the 
consumption of gram at the farms and will increase 
marketable surplus, (iv) Barani tracts need to be 
provided with irrigation facilities so that regular 
crops could be obtained and need to store for more 
than one year is obviated whereas this will maintain 
regular flow of gram to the market, would also avoid 
losses by insects due to long storage. Further irriga¬ 
tion facilities would minimize the effects of droughts 
on fodder crops and gram would not be required to 
supplement the green fodders. Thus, this will 
increase marketable surplus. 
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Gleanings from the Press 


DANGERS OF COMMUNALISM 

Freedom, secularism, democracy—none of these can 
be taken for granted. They have taken root, but 
the root has to go deeper down and we must cons¬ 
tantly nurture the plant. Eternal vigilance is re¬ 
quired to guard secularism, as it is required to 
guard liberty. The last year’s communal riots 
were tragic. Nevertheless, I feel that every 
where we must be on guard. In some of the riot 
areas the miscreants have received support from 
leaders of reactionary parties. This danger must 
be fought. 

...A sense of insecurity has always been there. 
Politics and the competition for jobs accentuate 
fears. Sometimes the vocal leaders exaggerate. I 
don’t know whether the insecurity is increasing. It 
should not be allowed to. All szdeguards should be 
fully implemented. Educationally, the minorities 
must be given special facilities. But it is a matter 
of more than safeguards. I have strenuously fought 
against any attempt, whether in the administration 
or in the party, to question the bonafides of people 
who just happen to belong to the minorities. 

Interview with Smt. Indira Gandhi 

Secular Democracy, February 1968. 


THE STATE OF THE ECONOMY 

*Tp some kind of discipline can be injected into the 
economy, we can perhaps pull out in three years. 
One year’s good harvest should not make us compla¬ 
cent; it cannot take us out of the woods.” “The 
country will need, not one, but three successively 
good harvests if it is to turn the comer, and that 
too provided there is a proper guiding hand at the 
Centre, and the Central authority remains strong.” 

“If India was politically stable, it was because it 
had a strong Centre,” Shri T.T. Krishnamachari 
deplored the political instability, so visibly evident, 
in various parts of India and directly attributed it to 


the existence of a “very weak Centre”, which had 
failed to assert its over-riding authority. 

“Considering the shortfall in revenue receipts, 
following reduced returns from direct taxes, import 
duties, excise and lower availability and utilisation 
of foreign aid, it should not be surprising if, in the 
revised budget estimate, there was a deficit, not of 
Rs. 2S0 crores, as some have anticipated, but of the 
order of Rs. 400 crores,” Shri Krislmamachari said. 

As regards the Madras State Budget too, owing to 
lower revenue receipts from sales tax, entertainment 
tax, etc., and increased expenditure, like on D.A., 
the budgetary gap might go to the extent of Rs. 20 
crores, he felt. 

The Union Exchequer could not be expected to 
run to the rescue of States which, without the con¬ 
currence of the Centre, resorted to improvident 
schemes. While conceding that the annuity deposit 
scheme caused some hardship to individual assessees 
Shri Krishnamachari was against scrapping it. It 
might be deemed one of the necessary evils. 

Regarding the demand made by State like Madras 
for bringing certain Central items on revenue within 
the shareable pool—for instance, the corporation 
tax—Shri Krishnamachari asked what was the yard¬ 
stick on which the distribution could be effected? 

“This sort of demand is silly—as silly as advocating 
the presidential form of government for this country.** 
“If more allocation from Union revenue was wanted 
by any State, it should be prepared to forgo Central 
grants and subsidies; it cannot have it both ways.** 

He did not, however, rule out all scope for the 
introduction of certain taxes as contemplated in 
article 269 of the Constitution—a typical example 
being a tax on railway passengers and freight. 

He did not agree that the rate of exemption of 
income-tax should be raised. “If exemption is lower¬ 
ed, the basis is eroded, making room for more 
evasion,” he pointed out. 

Interview with Shri T.T. Krishnamachari, 
The Econon^c Times, Fetmiary 27,1968. 
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Private Armies 


Even in a climate of defiance of authority marked 
by bandits, gheraos and violent agitations, the raising 
of such private armies by political parties is a serious 
development. The Shiv Sena of Bombay, the Nag 
Sena of Vidarbha and the Lachii Sena of Assam are 
to be condemned as expressions of a narrow, malig¬ 
nant regionalism. But the political private armies 
like those in UP, Kerala and West Bengal are a more 
sinister phenomenon. They threaten the very fabric 
of Indian democracy. Such armies and their activ¬ 
ities, however cleverly camouflaged, arc against 
the spirit of the Constitution and deserve no quarter. 
Their sponsors seem to be working for chaos in the 
hope of riding to power through it. 

The fact that most of the parties which have org¬ 
anised these armies also happen to be constituents of 
the ruling coalitions in many States makes the trend 
all the more dangerous. They are in a position to 
ward off police and magisterial action against them. 
In fact, their main purpose in joining the coalitions 
appears to have been to neutralise ofliicial blows 
against the private armies and the mass action spon¬ 
sored by them. 

The private armies may not be illegal, but they 
are certainly a threat to the country. They have got 
to be dealt with firmly. 

The Indian Express, February 15,1968 

THE KUTCll AWARD 

In fact, the main argument for accepting the award 
with grace and without mental reservations is political, 
not legal. The essence of India’s Pakistan policy 
since independence has been its attempt to live in 
peace with this disgruntled neighbour and create 
conditions for the eventual establishment of fraternal 
and cooperative relations between the two countries 
without surrendering its vital national interests or 
compromising its sovereignly. 

It has been the effort of successive Governments 
in Pakistan to convince their people that India poses 
a threat to their welfare and prosperity and to the 
territorial integrity of their State. This effort will in 
all probability continue. But it will yield diminishing 
returns if the people across the border realise that 
India wants to live with Pakisttm as a friendly 
neighbour. 

It is of course optimistic to think that this approach 
will yield any immediate results. It may even 
increase Pakistan’s intransigence in the short term. 
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But this remains the only logical policy to follow 
towards a country which is inhabited by a people 
who are by no means alien to us. 

In other words, there are issues on which it is 
necessary for India to be firm and issues on which it 
has to be generous. If Kashmir belongs to the for¬ 
mer category, Kutch belongs to the latter. It was 
this fundamental difference between Kutch and 
Kashmir that was reflected in India’s policy in 1965. 

It must also be borne in mind that friendly na¬ 
tions interested in strengthening of Indo-Pakistan 
ties have been continuously assured by India that 
while certain issues are not negotiable, it is vitally 
interested in improving its relations with Pakistan. 
Any attempt to resist the Kutch award would have 
created doubts about India's bonafides and lent 
a great deal of credibility to Pakistan’s propaganda 
enabling it to sustain its old posture at a time when 
mutual friends seem to be increasingly unwilling to 
condone it. 

Sisir Gupta. 

The Times of India, February 26,1968 


NOTHING SACRED 

There has been reason in recent times to wonder 
whether, after 20 years of independence and 18 years 
of the operation of the Constitution, some Indians 
are not taking liberties too much for granted and 
indulging in activities which have to be deplored 
in the most unequivocal terms, whatever the validity 
of the cause the espousers may profess to serve. 
Such an instance was the ceremonial burning of the 
country’s national flag in Coimbatore on Wednesday. 
Unfortunately, this was by no means the first instance 
of its kind. Only two days earlier, in the same town 
and in a public park. Part XVII of the Constitution 
was burnt by some 2,000 students because they did 
not approve of the policy on official language. The 
cinemas there have been asked by students not to 
play the national anthem at the end of each show 
because rowdies do not approve of it. In Madurai 
have been heard cries of ‘liberation’ from the 
Indian Union. 

It will not do to blame the South alone. On 
January 26 disgraceful things happened in Gauhati; 
the slogans raised were unashamedly anti-Indian. 

In so vast and poor a country as India there are 
bound to be many grievances, not all of them unjust; 
but the country must make up its mind on which 
forms of protest are legitimate and which are not. 
The national anthem and the national flag are not 
New Delhi’s property; they belong to the entire 
people and the whole country. To burn copies of 
the Indian Constitution is to violate not merely 
decency but the very democratic freedoms guaranteed 
in that document, ft does the country’s youth no 
credit at all that so much of the recent vandalism has 
been attributed to college and school students. 

The Statesman, February 23, 1968 
AlCC Economic Rereiw 



Book Reviews 


Price Fixation in Indian Industries, by a panel of 
authors under the chairmanship of Shri G.P. Kapadia, 
published by the Economic Research and Training 
Foundation of the Indian Merchants’ Chamber, 
Bombay, 1967, Rs. 25.00 

The present study has been prepared in collaboration 
with the Institute of Chartered Accountants of India 
by the Indian Merchants’ Chamber, incorporating the 
different aspects of price fixation and the approaches 
made by the official agencies in various contexts. 
The panel of authors of the study consists of reputed 
members of the Institute of Chartered Accountants of 
India and is easily a pioneering attempt to cover an 
area that has remained enigmatic in many ways. The 
authors’ have discussed in some detail, the considera¬ 
tions behind fixation of prices of various products 
by the Government and its agencies, the rationale 
followed by different bodies and the constituents of 
prices. Mature knowledge of pricing at the enter¬ 
prise level has led the authors to consider the national 
pricing policies with particular reference to the practi¬ 
cal questions. The volume is a worthy addition to 
the rather meagre literature on the subject. 

The study consists of eight chapters of analysis 
of the evolutionary aspects of price policy in this 
country, price studies by the Tariff Commission, the 
determination of costs for pricing purposes, special 
costs, indirect taxes and ^eir incidence on costs 
return on capital employed, authority for price fixa¬ 
tion and the future outlook on, price controls. The 
ultimate chapter summarises the major recommenda¬ 
tions emerging from the study. In presenting their 
viewpoints the authors have scanned through almost 
the entire body of material available on the subject 
for a critical assessment of the different important 
issues handled in the volume. A strong point for the 
study is that even in criticism the authors exercise a 
good amount of restraint. In an area like pricing and 
price fixing for different products and commodities 
partisan views can be easily expressed and have, in 
fact, been common. Moreover, even in fixing their 
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attention to the practicalities the authors have taken 
due cognisance of the price and pricing concepts in 
economic to present a perspective which is complete 
and also composite. 

The authors hold the view that prices ultimately 
must cover full costs and should include all the legiti¬ 
mate elements of costs. The altitude of the Income 
Tax Department in disallowing various item of cost 
actually incurred requires reconsideration. They 
hold that depreciation should be charged on replace¬ 
ment cost basis, thus making a departure from the 
stand taken by accountants generally though corro¬ 
borating the stand taken by the Raj Committee on 
Steel Control. It is quite logical for them to suggest 
that because the characteristic feaures of compulsion 
that bonus has taken under different enactments, it 
should legitimately be allowed as an element of cost 
and so as a deduction. While the authors do not deny 
the role of indirect taxes and the purposes behind 
these taxes they rightly stress that indirect taxes have 
remained rather uncharted and their impact on prices 
requires a thorough probe; reduce the cost of produc¬ 
tion and the prices, it would be necessary to reduce 
the incidence of these indirect taxes. 

The controversial aspects of the computation of 
return on capital employed are indicated by the authors 
objectively and the different considerations that should 
guide theallowance of certain rate of return on capital 
employed, as indicated, deserve serious attention. 
It is felt that this area has been much confused by the 
official agencies and in many cases the rate allowed 
has resulted in subsidising inefficiency and in penalising 
efficiency; a different rationale has been adopted in 
some cases and in many others, the entire official 
approach has made the enterprises suffer from a strait 
jacket, irrespective of whether these are in private or in 
public sectors. Pricing must play the role of remunera¬ 
ting each of the productive factors and ensure ad¬ 
equate sales revenue to keep the productive order 
dynamic. At present too much rigidity appears to 
have polluted the scene, and too many authorities are 
on the prowl to pounce upon the up and coming 
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entrepreneur, fighting his odds to produce utilities. 

The authors have done a real good job on a dilf- 
icult subject like pricing and price fixation and have 
been able to put up a case for reconsideration of the 
whole issue. The study would be found useful for 
the policy makers, planners, students and teachers and 
the industrial and business houses. It is a com¬ 
mendable collaborative effort of experts to present 
their analysis in a highly readable way. 

P. Mukhopadhyay 


A Study of General Agreement on Tariffs and Trade, 
by K.R. Gupta, S. Chand and Co., New Delhi, p. 
239, Rs. 20. 

Twenty years ago—on October 30, 1947, in Geneva, 
in the Palais dcs Nations, representatives of twenty 
three (now risen to 76) sovereign governments signed 
an Instrument containing the General Agreement 
reached between them on Tariffs and Trade. In his 
opening speech, Mr. K..B. Lall, Chairman of the GATT 
at its 24th Session reviewing the work of contracting 
parties over the last two decades said : “National 
trade policies are no longer a matter of purely national 
concern, serving parochial interests, responding to 
sectoral pressures and demands, and ignoring the 
welfare of the world community for which, I believe, 
all nations now feel some responsibility. When 
faced with protectionist pressures from domestic pro¬ 
ducers, when contemplating external trade measures 
todeal with internal difficulties, our governments now 
think not only of their legal GATT obligations, but also 
of the violence that might be done to the spirit of the 
GATT, and of their moral and material obligations 
towards other countries. The approach to national 
problems is now much wider, more farseeing, and takes 
into account external implications of internal 


measures. There is also a much keener appreciation 
at tlie national level of the difficulties of other nations 
and of the possible repercussions of these difiSculties 
on the fortunes of one’s own: in consequence, the 
consideration of the problems of others is more com¬ 
passionate and more constructive.” Mr. Lall went 
on to say that "on the occasion of the 20th anniversary, 
it is idle for us to contemplate on what might have been 
the situation if the General Agreement had not been 
concluded and if the contracting parties had not 
sincerely tried to carry out their obligations under it.” 
India's representative hoped that “as developed 
countries dismantle the obstacles to the exports of 
developing countries, the importance of promotional 
and marketing skills to enable developing countries 
to take advantage of new trading opportunities will 
increase.” 

This book analyses the various provisions of the 
General Agreement on Tariffs and Trade and examines 
their working in actual practice. Mr. Gupta points 
out the shortcomings and makes some suggestions to 
make the GATT provisions more rational, reasonable 
and appropriate; it being noted that the study is with 
special reference to the developing countries. 11 would 
be most useful to students of internatioral economics 
and executives of organisations concerned with trade 
problems. 

The Government of India attaches special impor¬ 
tance to the GATT as a specialist organisation, 
but it sees UNCTAD (currently having its second 
meeting in New Delhi) as a forum for settling 
commercial, financial and other problems of devel¬ 
oping nations. Tlie forum provided by GATT has been 
used by India in the recent years to highlight the spe¬ 
cial problems of the trade of developing countries. 
However, no progress has been made about evolving 
a multinational trade pattern, but some limited gains 
have accured'to India. 

S.M. Madden 
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Our countrymen who have been waiting with some acute anxiety 
for the budget proposals of the Union Finance M inister for 1968- 
69 are now relieved that the new burdens on them all are after 
^ all not as heavy as they had dreaded. The feeling of dread origi¬ 
nated in the unhappy situation-the country found itself in during 
7 the last two years for reasons which arc now on everybody’s • 
lips. The two outstanding features of the budget are—(i) the 
heavy deficit it discloses in theyc ar that is past as well as in the 
coming year, (ii) a set of proposals to achieve first the conso- 
lidalion of the economy and then a moderate recovery. 

The outlook for the current year is dominated by the good 
agricultural crop which the country will reap after a long run 
^ of bad luck. The acute anxieties on the food front which for 
a considerable part of the Third Plan had been our major pre¬ 
occupation can now be safely put aside for the moment making 
20 it possible for the government to devote more energy and 
resources to industrial development. Development in agricul¬ 
ture has of course to continue. Any complacency can again 
25 bring on the country the disaster of which we had painful expe¬ 
rience in the last few years. Happily there is in operation a 
whole series of well-conceived measures to increase agricultural 
production, the main idea being that all the vagaries of the 
monsoon notwithstanding it should he possible for the country 
to achieve a level of production which can see the country 
29 through even in a bad year. Here the progress in States has 
been uneven. A State with a reasonably stable administration 
35 and a well-conceived agricultural policy and a determination to 
implement it can for obvious reasons produce better results than 
States characterised by political instability with its inevitable 
economic consequences. 

37 Having disclosed the yawning deficit of over 300 crores for 
the year 1968-69 the problem for the Finance Minister was the 
manner in which he should make it good. Shri Morarji Desai 
is known for his antipathy to deficit financing. He has often 
in the recent past expressed this antipathy in strong and une'- 
quivocal terms. It was, therefore, felt that the country was in 
again for a heavy dose of additional taxation. But even Shri 
Morarji’s courage failed here. He saw that it was not a practi¬ 
cal proposition in the midst of an industritd recession. His 
first task« thoefbre, was the revival of the economy. But he 
also needed more money both for development as well as the 
growing expenditure for the norma! tasks of administration. 
He bad, therefore, to conceive measures to achieve ends whi(|t 




were not wholly compatible. His proposals are 
in the nature of a compromise. He has levied new 
taxes which would bring him an additional revenue 
of Rs. 65.73 crores. At the same he has announced 
some concessions which according to the Finance 
Minister would help the rwovery of the economy. 
It is here that the question of private ^creus public 
sector arises. The opponents' of private enterprise 
question the soundness of the concessions. The 
advocates of private enterprise find the concessions 
too little for the kind of recovery they have in mind. 
This question perhaps will be eternal in a democracy 
like ours. It is of course,, pertinent to raise 
the question at the time of the budget but if we 
are aiming at effective results the proper course 
is to raise it not just at the budget time but before 
it, in fact throughout the year in appropriate contexts. 
The Finance Minister takes the economic 
structure given to him at the moment and docs 
his job of both raising the necessary revenues and 
also giving a certain twist to the economy in keep¬ 
ing with our equalitarian and socialist goals. This 
twist should be given in every annual budget both 
at the Centre and in States but the task becomes 
difficult when the economy itself is in serious difficul¬ 
ties. The main attention is therefore rivetted on 
measures which would promote growth in the existing 
structure of economic and industrial relations. 

There is another difficulty. Both the government 
spokesmen as welt as other public men have often 
talked of economies in administration. Some small 
economics have been affected but no appreciable 
success has been achieved or is in sight. It is here 
that the government is caught in a difficult position, 
and sees no way to cut down administrative expendi¬ 
ture and release resources for development. We may 
see some hope in the Administrative Reforms Com¬ 
mission. Our difficulty is that when any particular 
measures of economy are thought of they prove 
controversial and there is resentment now in one 
section of the community and now in another. Then 
we have the various opposition parties in the country. 
They loudly ask for economy but we doubt whether 
we would get their active support for any measure 
the government might suggest. The opposition 
has also its own set of proposals for economy which 
perhaps the government may not find reasonable or 
practical. In this situation the best thing is for 
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l^deire of all parties to put, their, heads together.' 
A frank and full analysis orthe'pvbhlem might yield> 
some encouraging results. - , Y , 

There is, ofedurse, hP;^ief 
in the budget proposals, except that the fears of hisi 
position worsening as a result of any new^hkaMi^; 
have been proved wrongr- -The- rehdiToF-the-coiB-' 
mon man is in the lowering of prices of some basic 
commodities which he needs for his daily use. The' 
food situation is easy except in some parts which 
can be helped with supplies from the centre. The 
government now has a scheme for building the 
buffer stock to take care of future scarcity in any 
particular area. In the new easier food situation 
it should be possible to adopt a whole series of 
measures not only in the field of production but also 
distribution. We should look forward to a situation 
in the near future when we would neither need any 
imported food stuffs nor find it necessary to keep the 
zonal system which weakens national consciouness. 

It is proof of the general non-resistance to budget 
proposals that the raising of the price of the post¬ 
card is one issue on which niost critics are concentrat¬ 
ing. We hope the Finance Minister will sense the 
mood of the country and announce at least some 
relief here. 

All said and done even the annual budget of the 
Central Government which covers a wide ground has 
only some limited ends in view. The country has 
to grapple in ail conscience with a difficult political 
and economic situation. We may have to pay 
less for the basic cereals and that also not in every 
part of the country but the cost of many other 
necessities and amenities has gone up. There is 
then the question of growing unemployment in our 
growing population and more particularly the growth 
in unemployment among the newly educated people. 
It is work and employment they seek. In its absence 
parochial and other narrow loyalities would receive 
substantial nourishment. The anti-democratic forces 
would also be able to exploit discontent to weaken 
the foundations of democracy. It is here that we 
have our biggest challenge calling for serious, study 
and bold action. 
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Taxation of Agricultural Land 

(With spectai. reference to Kaldor’s proposals) 

L. S. Porwal 


The traditional method of taxing agricultural land has 
outlived its utility. The land revenue system has 
become obsolete from the revenue point of view, ft 
is no more an clastic source. Land revenue which 
contributed 70 per cent of the total revenue about a 
hundred years ago, now contributes only 6.8 per cent 
of the total tax revenue of all the States in India. 
Table I shows that there were only four States—Assam, 
Uttar Pradesh, Rajasthan and Andhra Pradesh— 
in which the land revenue as a percentage to total 
tax revenue was more than 10. The number of those 
States which had land revenue as a percentage to total 
tax revenue between 5 and 10 was six and the remain¬ 
ing States had less than 5 per cent land revenue 
expressed as* a pcrcenUige to total tax revenue. 
Even in the four agriculturally predominant States 
land revenue has been relegated to the second rank. 
The first place is now occupieil by sales tax. Besides 
being inelastic, land revenue has always been in¬ 
equitable as a result of which the petty cultivators 
had to bear proportionately greater tax burden. It 
has been estimated that around one-half of the culti¬ 
vators hold less than 5 acres of land. 

Dwindling Share of Land Revenue 

Further, around one-half of the total national 
income originates from agrictiUure. It will, however, 
be clear from Table 2 that about 1.4 per cent of this 
income is paid by the cultivator in the form of land 
revenue. This shows that the tax burden in this 
sector (especially the large holdings) is relatively less. 

An analysis of the estimates and the actual realisa¬ 
tions of the betterment levy in the different State 
Government budgets shows that there has been a 
shortfall in the latter to the extent of 70 per cent. 
Similarly, there are wide variations in the estimates 

Dr. L.S. Porwal is Reader in Commerce, Delhi Sdiool of 
Economics, University of Delhi, Delhi. 
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Table 1 

LAND REVENUE AS PERCENTAGE OF TAX REVENUE 


State 

Percentage 


Assam 


15 


Uttar Pradesh 


12 


Rajasthan 


n 


Andhra Pradesh 


10,6 


Madhya Pradesh 


9 


Orissa 


8.7 


Gujarat 


8 


Haryana 


8 


Punjab 


5.6 


Mysore 


5.3 


West Bengal 


4 


Kerala 


3.4 


Madras 


3.3 


Bihar 


3.0 


Jammu and Kashmir 


0.6 


All-States 


6.8 


Compiled from 1966-67 R.E. 




Table 2 




LAND REVEN UE AS PERCENTAGE OF AGRICULTURAL 

INCOME 



National Income from 

Land 

3 or % 

4 os % 

Year income agricultural 

Revenue 

0/2 

0/3 

(ahja) sector 

(.Rs, crores) 


(ahja) 




1 2 3 ' 

4 

5 

6 

1961-62 148 69.6 

93 

47 

1.4 

1962-63 154 70.0 

120 

45 

1.7 

1963-64 172.t 81.7 

123 

47 

1.5 

1964-65 200.1 102.7 

120 

51 

1.2 


Sources; Estimates of National Income by the C.D.S.O., and 

the AnntM Report on Currency and Eintmce, 1966-67. 


7 





of the sale of land under colonization and its realisa* 
tions. Instances can be cited where the State Govern¬ 
ments having proposed additional water rates in their 
budgets, have withdrawn them later on during the 
discussions of the budget for fear of unpopularity.* 
ft is thus clear that the State Governments have been 
quite reluctant to tax agriculture. 

JUSTIFICATtON FOR ADDITIONAL TAXATION ON FaRM 
Incomf 

Additional taxation on farm incomes is justified 
when we find that there was 89 per cent increase in the 
per capita income in the agricultural sector compared 
with 51 per cent increase in the non-agricultural 
sector (vide Table 3). 


Tabi,e 3 

PER CAPITA INCOME 


Sector 

1956 

1961 

1965 

increase 
1965 over 





1956 

Agricultural 

160 

224 

302 

89 

Non-agricultural 

451 

554 

670 

51 


If wc analyse the relative increa.se in the farm prices 
in recent years, it will be found that on an average 
there was 10 per cent increase over the preceding year, 
(vide Table 4). 


Table 4 

INDEX OF AGRICULTURAL COMMODITIES 
(Derived Series) (1952-53 =>100) 


Year 

Index Number 

% increase over the 
preceding year 

1962-63 

123.3 


1963-64 

131.5 

7 

1964-65 

155.8 

11 

1965-66 

169.3 

9 

1966-67 

199 

12 

1967-68 

220 (Estimated) 

12 


(Average rate of increase — 10 per cent) 


*For instance, the Government of Rajasthan having proposed 
an increase in water rates by 25 per cent in 1967, ultimately 
withdrew it. Similarly, though irrigation charges were 
increased by Rs. 5 per acre in 1966, they were not realised for 
fear of agitation from the vested interests. 
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The benefit of this has largely gone to the cultivators 
owning large holdings. On economic grounds, there¬ 
fore, this section should be taxed at a higher rate 
compared with those who own small holdings. This 
will reduce inter-class disparity in income and will 
help in mopping up the surplus income that has flown 
into these hands.* “The transition from a level of 
savings and investment that spells stagnation to one 
permitting a tolerable rate of economic growth cannot 
be achieved unless agriculture makes a significant net 
contribution to capital formation in expanding 
sectors.”! 

Kaldor’s Proposals 

The above analysis makes it clear that the present 
sy.stem of taxation of agricultural land leaves much to 
be desired. In the light of this discussion it would be 
useful to study the suggestions recently given by 
Professor Kaldorf substituting the present system of 
taxation of farm incomes by agricultural land tax. 
Importiint among them arc: 

1. By an amendment in the Constitution, taxes 
on agricultural land and incomes should be 
transferred from the jurisdiction ofthe States 
to the Centre. 

2. The rates of (ax should be on progressive system 
i.e. lower incidence on smaller holdings and 
higher incidence on larger holdings. Holdings 
up to 2.5 acres should be exempted from land 
tax. The rales of land tax should be fixed 
between 5 and 15 per cent depending upon the 
standard acres of land held by a cultivator. 

3. Land revenue should be replaced by crop- 
based agricultural tax. This will require: 

(a) distribution of land on the basis of standard 
acres depending upon the quality of the soil 
and the availability of water. 

(h) evaluation of each crop i.e. 

/. estimation of yield per acre of each 
crop per year per unit of area, 

*The Seminar on 'Mobilization of State Resources' organized 
by the Department of Economics of the Lucknow Univer^ty in 
November 1965 was also of the view that agricultural taxation 
could be increased to withdraw, say, 5 percent of the additional 
income generated. 

1 Johnston and Mellor, American Economic Review, Vol, 
LI, No. 4, p. 579 

tProf. Kaldor visited India again in 1967 at the invitation' of 
the Planning (Commission. He gave his suggestions in July 1967,. 

AlCC Economic 



a. the yield to be multiplied by the current 
prices i,c. estimating the income per 
acre per unit of area. 

Hi, estimation of the total farm income per 
cultivator per year, and 
/v. a fixed percentage (already determined) 
of the farm income to be paid as agri¬ 
cultural land tax by a holder. 

A permanent commission has to be set up 
under the Centre to : 

(a) evaluate the land i.e. to determine the 
standard acres of land owned by a cultivator 
and categorise him in the proper slabs on 
the basis of his holdings for the purpose of 
calculation of tax, 

{b) to determine the yield of each crop per acre 
per unit area per year, and 
(c) to decide the current prices per crop per 
year. 

An illustration will elaborate the scheme. Suppose, 
the commission has determined that a cultivator, 
after taking into consideration the fertility of the soil 
and the irrigation facilities available, owns 18 standard 
acres of land. Also suppose the difierent slabs of land 
lax rales are as under: 


Land owtned up to 2.5 acres 

nil 

2.5 acres to 10 acres 

5 

10 acres to 20 acres 

10 % 

20 acres and above 

15 % 

This cultivator, will, therefore 

, pay land lax at the 


rate of 10 per cent on the estimated farm income. 

Suppose, this cultivator grows two crops in a parti¬ 
cular year—wheat in the rabi season and jowar in the 
kharif season—and the current prices of wheat and 
jowar fixed by the commission are Rs. 80 and 50 per 
quintal respectively. 

The cultivator belongs to the unit area, say, a dis¬ 
trict, The average yield per acre for wheat andyoivar 
for the unit area is, say, 1 quintal of wheat and 1.5 
quintals of jowar. 

The farm income per crop wi'l be: 

(Standard acres x yield per acre x price per acre) 
Farm income for wheat—(I8x 1 x80) =Rs. 1,440 
Farm income for jowar=(18 X 1.5x50) =Rs. 1,350 


Total farm income = Rs. 2,790 


The land tax would be=10% of Rs. 2,790=<Rs. 279. 


Merits AND Demerits 

Land revenue has, so far, been assessed by two 
methods in India—either by the empirical method or 
by net assets method. Professor Kaldor’s sugges¬ 
tion to have agricultural land tax would, therefore, be 
a novel method of taxing agriculture. The professor 
was of the view that his scheme would discriminate 
between the efiicient and the inefiicient farmer. As 
every cultivator of a unit area will have to pay tax on 
the basis of the average yield of the crop, he will be 
required to pay more in case his yield is less than the 
average. Correspondingly, if his yield is more than 
the average of the unit area, he will h.avc to bear lesser 
tax burden. 

Further, a person having large holdings will be' 
encouraged to sell a part of his land so sis to he able 
to pay tax at a lesser rate (having been placed in the 
lower bracket). This will reduce the disparity in the 
size of agricultural holdings. 

However, the fact has to be remembered that a 
farmer may be regarded inefiicient for no fault of his 
own. Supposing a farmer is unable to get the required 
quantity and quality of fertilizers, or he is not able to 
procure good quality seed or there are no adequate 
rains in his part of the unit area, his produce is most 
likely to be less than the average, and consequently, 
he will be declared inefficient. 

Further, the distribution of land on the basis of 
standard acres is most likely to be subjective. Hold¬ 
ings in terms of standard acres will be determined by 
the officials of the commission on the basis of the 
fertility of the soil and the availability of water. Local 
people in most cases, arc likely to influence the offi¬ 
cials to determine the quantum of standard acres in 
favour of the cultivator on one pretext or another— 
by arguing that the land was not much fertile or that 
the water facilities, in recent years, wete not much. 

Professor Kaldor’s proposal to transfer taxation of 
agricultural land and income from the State List 
to the Union List of the Constitution is likely to meet 
with a stiff opposition from the States. Ihcy arc 
not likely to part with this source. Land revenue 
has been an important source for the States since 1919 
in particular. Since 1935, it has been a State subject. 
Financial autonomy of the States will further be 
affected if land revenue is made a Central subject. 
Already there exists a great imbalance between the 
functions and the financial resources of the States. 
States already depend too much on the Centre for 
grants of which two-thirds are discretionary grants. 
The States should, no doubt, agree if the Union 
^Continued on page 24) 
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EXTRA TRACTfON FOR EXTRA TOUGH JOBS ."ll 

4«Wheel Drive gives twice the traction—twice the grip—pulls through fr^ “i 1 

territory that would hopelessly stall ordinary vehicles—with the flick of a I 

lover converts into a conventional 2-WheeI drive vehicle—turns In an area 
just H times its own length. 

ECONOMY handling ease, manoeuvrability and trouble-free operation 
are outstanding FC-150 characteristics. ■ 

UNUSUAL performance is, of course, built into its 4 Cylinder high torque | | 

75 BHP “Hurricane”—the engine with unmatched stamina. | USE GENUINE PARTS | 

SAFETY is built into the totally enclosed all-steel cab standard on all | luc^errfn I 

FC-150 trucks. The Cab features electrically operated dual windshield wiper ^ FAcroar iNaracrt a 

—WINDING safety glass windows on Cab-doors—COMFORTABLE seats | FACTOar APPROVED I 

. for driver and co-passenger. | | 

PANORAMIC Windshield lets you see the road as close as six feet 
away from the bumper. 
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(•I Manufacturad by 

Jfr MAHINDRA AND MAHINDRA UMITED ^ 

^ V BOMBAY 


Autiiorised Deawn 
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USE GENUINE PARTS 
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AUTOMOBILES. Lucknow • NARBHERAM A CO. Pl^-IJD.* .Jam^wr (Sioj^humJ • PATNAIK A OO. • 
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SILVER JUBILEE MOTORS PVT. LTD., Poona • TENZING ATCNZING. Sikkim • T.V. S^NDR^ IVEN^R A TONS m. Lm, 
Madurai. Branchee at: Coimtwtore. Pudukkold, Salem. TirwWrag^TJr^^H • TRANSTOiff^tON NEPALP^ LTO., 

Nepal • UNITED MOTORS OF RAJASTHAN. Jaipur • VISHNOO V. KAMA! TABCAR, PantinvGoa •WALFORD TRANSPORT 
Ca&itt. Bnwdwi at: Silifurit Dibnisarh. Oseh«ti,iWp«n and MaajRttt, 
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Multilaisrallsm through an Intornational 

Trade Organisation 

Paras Ram 


The objectives of the U.N. Development Decade 
call for close economic cooperation among all the 
nations of the world irrespective of their size, stage 
of economic development and differences in political 
ideologies and economic system. That also calls 
for better economic coordination of national economic 
policies, especially in the field of foreign trade, with 
comprehensive international actions. The process 
of economic growth and development of individual 
countries or areas is not an isolated phenomenon but 
closely related to the conditions under which the 
international eebnomy is taking its course. This 
necessitates international planning on a wide scale 
through the^restoration of multilateralism. 

Multilateral trade helps to eliminate the wide 
economic disparities among nations. The specialisa¬ 
tion achieved in the production of goods and services 
through international division of labour is more 
beneficial if it is undertaken through international 
trade on multilateral pattern. Multilateral trade 
‘besides being useful economically, also, reduces 
tensions of the kind that are instrumental in bringing 
about war since in the absence of multilateral pattern 
every nation has a tendency to increase the efficiency 
of its economy by politically subjugating the other 
countries under its domination.’ 

It is with these objectives in view that as back as 
in 1927, the World Economic Conference recommen¬ 
ded “collective action” to expand international trade 
by removing or lowering barriers set up by customs 
tariffs. It was also recommended that the scope of 
‘most-favoured-nation’ clause be made wider. The 
United Nations called the Havana Conference on 
Trade and Employment in 1947-48 which enabled a 
wide exchange of views on the problems of world 
economy and trade, with a view to formulate the basic 


Shri Fatal Ram is Research Officer, Indian Institute of 
Foriegn Trade, New Delhi. 
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principles and aims of economic and commercial rela¬ 
tions; and produced the so called “Havana Charter” 
calling for the establishment of International Trade 
Organisation. Although the Havana Charter did 
not come into existence, tariff negotiations were held 
in accordance with the Articles of the Charter. The 
object of these negotiations was to give effect to certain 
provisions of the Articles of I.T.O.by means of General 
Agreement on Tariffs and Trade (GATT) which came 
into existence on January 1,1949. 

Besides GATT, many other multinational organisa¬ 
tions like the Organisation for Economic Coopera¬ 
tion and Development (OECD), the International 
Monetary Fund (IMF), the World Bank, the European 
Economic Community (EEC), the European Free 
Trade Area (EFTA), the Central American Common 
Market (CACM), the Central African Economic and 
Customs Union (CACEU), the Council for Mutual 
Economic Aid (CMEA), and various regional Commi¬ 
ssions like the E.C.E., E.C.L.A., E.C.A.F.E. etc. 
have been endeavouring to remove quantitative and 
other restrictions in the flow of international trade. 

General Agreement on Tariffs and Trade 
(GATT) 

Among the various multinational organisations 
charged with the responsibility of regulating interna¬ 
tional trade on multinationa} basis, the single roost 
important agency is the GATT. It has since its 
establishment, contributed greatly to the rationalisa¬ 
tion of world trade and removal of several bottlenecks 
which used to crop up before it came into existence. 
The trade between the developed countries has almost 
been cleared off the quantitative restrictions. Through 
multilateral negotiations, the tariffs on about three- 
fourths of the world trade have either been reduced or 
held over the previous level. It has also investigated 
the causes of inhibitions to the expansion of miports 
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of primary commodities and semimanufactures from 
the developing to the developed countries through 
vsirious Committees nad Commissions. The GATT’s 
single unique achievement has been the signing on 
June 30,1967 of the Final Act concluding the Kennedy 
Round of trade negotiations described as the world’s 
biggest ever tariff cutting deal, and hailed by President 
Johnson as a “historic landmark in the cooperation 
among nations.” 

The Kennedy Round Agreement, the result of a 
four-year marathon series of tough and tortuous 
bargaining would affect international trade valued at 
about $ 40,000 million a year, accounting for nearly 
four-fifths of the total world trade. As a result of 
the Agreement, two-thirds of the imports of industrial 
nations taking part, except for meat, cereals and 
dairy products, will either be duty price or have their 
tariffs cut by at least a half. The cuts will apply 
to tens of thousands of products and benefit expor¬ 
ters who have been faced with high protective tariff 
walls on key products. 

Shortcomings of GATT 

The useful contribution of the GATT to the post¬ 
war recovery and restoration of economic activity of 
the free world has been widely recognised. However, 
in spite of “important achievements” to its credit, 
remarks Dr. Raul Prcbisch, the GAIT has “not 
been as effective for the developing countries as for 
the developed.” That is because, it is “far from uni¬ 
versal” having only 72 full, four provisional and eight 
lie facto members. Many of the newly independent 
and developing countries, and the countries having 
centrally planned economies, excluding Czechoslo¬ 
vakia and Yugoslavia, arc not the members of the 
the GATT. 

GATT Versus Socialist Countries 

The rules embodying the GATT arc based on the 
supposition that trade is to be in private hands and 
hence, the socialist countries with centralised planned 
economies are automatically precluded from it. 
Under their economic systems, all foreign trade is 
organised as a state monopoly, which according to 
“free” western nations, does not ensure the fulfilment 
of certain GATT provisions such as, “non-discrimina¬ 
tion’ and ‘most-favoured-nation’ treatment to all 
countries. The following reasons are advanced in 
support of this contention : 

(/) Government purchasing decisions as opposed 
to customs duties or other trade controls, determine the 
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sources of the imports of socialist countries. Their 
trade is regulated by administrative decisions, and they 
purchase and sell goods in different markets, irres¬ 
pective of the price structure. If restriction and dis¬ 
crimination is desired, elaborate apparatus of tariff 
preferences, quota or exchange are not necessary. 
In these circumstances guarantee of ‘most-favoured¬ 
nation’ treatment in the matter of tariffs etc. by such 
states is not assured to eliminate discrimination. 

(i7) Article XI11 of the GATT, subject to the ex¬ 
ceptions, provides that where quantitative restrictions 
are made effective through state trading enterprises, 
they must be administered in a non-discriminatory 
manner. But discrimination is inherent on state 
trading because of its monopolistic nature. 

(m) Discrimination is effected through quota 
system which in turn leads to bilateral trade agree¬ 
ments ensuring the import and export of fixed quantity 
of commodities. Thereby, the exporting country is 
compelled to import certain fixed quantity in relation 
to the concerned socialist country, because of balance 
of payment difficulties. Hence, factors other than 
‘commercial considerations' creep into their trading 
relations which is against the provisions of 
GATT. 

(jv) The commercial enterprises of ‘free’ western 
countries are also at a disadvantage because “the 
monopolistic position of the state trading enterprise 
enables it, by threatening to cancel its customary 
purchase from a particular country, to obtain a low 
priced quotation at theexpense of the producers of a 
foreign country.” 

Discrimination Imaginary Rather Than Real 

However, the reasons mentioned above are more 
imaginary than real as “the trading policies of the 
countries of planned economies embody to some ex¬ 
tent principles similar to those accepted by GATT 
and IMF members;” although “they also reflect real 
differences in economic principles and policies.” The 
socialist countries could administer non-discrimina¬ 
tory ‘global’ import quotas for countries outside the 
Council for Mutual Economic Aid group and would 
have more incentive to do so if all “free market 
economies” granted them similar conditions of 
currency transferability and access to markets. How¬ 
ever, the fact that the industrialised market econolnie§ 
themselves do not apply the same principles of non¬ 
discrimination in tradp with the centrally planned 
economies as they progressively apply to trade among 
themselves may force those countries also to dis¬ 
criminate. 
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With regard to the non-compatibility of state' 
monopoly in trade with the free market economies it 
is stated that “transactions of international trade 
and payments in a multilateral framework, which 
according to GATT and IMF Articles of Agreement is 
the main guarantee against discrimination, is not 
necessarily in conflict with the domestic institutional 
arrangements of centrally planned economies; and it 
can on certain conditions be harmonised with their 
basic policy approach of assuring full employment 
and continuing development of the economy on the 
lines desired. However, increased reliance on multi¬ 
lateral pattern and the extent to which these can replace 
bilateral trade and payments arrangements in the 
countries of centrally planned economies, seem to 
depend, first, on their possibility of earning effective 
surpluses of convertible currency in individual pay¬ 
ments relations and, seccondly,on their possibility of 
still assuring in this way planned (or otherwise essential) 
schedules of commodity imports.” 

GATT Versus Developing Countries 

In order to fulfil the objectives of “(/) promo¬ 
ting the traditional exports of growing countries; 
(ii) arranging a greater flow of exports of manufac¬ 
tured goods from these countries; and {in) exlporing 
the possibilities of improving the terms of trade 
between primary products and manufactured goods”, 
the present machinery to regulate international trade 
is not conducive to developing countries. The 
GATT’s provision relating to “reciprocity in the 
exchange of tariff concessions” makes it difficult for 
many less developed countries to make full use of the 
Agreement. 

Even the inclusion of new Chapter IV, in the 
Statute of GATT, giving up, in principle at least, 
its insistence on reciprocity as a pre-condition to 
reduction in tariffs on imports from developing coun¬ 
tries dooes not salvage its image as a club of rich 
developed countries. Misgivings in this regard arise 
from the essentially negative^ixature of the new pro¬ 
visions. True, the developing countries can, hereafter, 
escape reciprocity in reduction of tariffs on a few 
commodities, but that would not necessarily raise the 
exports of these commodities. For, advanced coun- 
^es can adopt more than one way to keep these 
commodities out of their markets, and the GATT’s 
new provisions do not obviously take care of all of 
them. Fot instance, some advanced countries may 
consider it expedient to keep the products of dvelop- 
ing eptmiries out in the name of “protecting their 
Qwp industries”. They may again adopt a restrictive 


policy for the purpose of balancing their payments 
positions. 

The GATT has, thus, so far operated* to help in 
the expansion of exports of developed countries alone. 
While exports from the developed countries increased 
from 58.6 per cent in 1953 to 66.4 per cent in 1966, 
those from the developing countries decreased from 
27 per cent to 19.3 per cent during this period. Ex¬ 
ports of centrally planned economies, commonly 
known as eastern trading areas, increased slightly 
from 10.1 per cent in 1953 to 11.5 per cent in 1966; 
but fell when compared to 12.5 per cent in 1959. 
The result has been a steady growth of deficits in the 
external trade accounts of the developing countirics. 

Kennedy Round and Developinc! Countrils 

The Kennedy Round Agreement conducted under 
the aegis of GATT and acclaimed by President 
Johnson as a “proud chapter in the history of inter¬ 
national Commerce” has been marred by signs of 
growing dissent from the developing countries. The 
participating developing countries felt they had 
“got the thin end of the stick.” Even Eric Wyndham 
White, GATT’s Director General, admitted that “if the 
appraisal were made of goods for which the devclop- 
ingcountries had significant exports, (he results showed 
a lower gain.” A major American negotiator in the 
Kennedy Round, Blumenthal, declared in the Inter¬ 
national Development Conference held in Washing¬ 
ton on November 9, 1967 that the “Round, despite 
what had been said to the contrary, was not likely to 
be of much, direct benefit to the developing nations.” 

There are two broad reasonsforthe sore ilisappoini- 
ment of developing countries over the Kenney Round 
of negotiations. “One is that tariff concessions have 
been denied to many products of intcicst to the deve¬ 
loping countries. Even in areas where they have 
been conceded, the cuts in import duties have not 
been sufficiently deep. The second factor causing 
disappointment is the need for preferential treatment 
to offset the structural handicaps of developing coun¬ 
tries which has not even been examined.” The 
historic Agreement has, thus, tacitly kept out the 
developing poor countries form getting any substan¬ 
tial benefit from its conclusion. 

U.N. Conference on Trade and Development 
(UNCTAD) 

The Havana Charter and the establishment of 
the GATT have, thus, not made any major contri¬ 
bution towards the normalisation of trade relations 
between all the countries, irrespective of their size, 
stage of economic development and differences in 
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political ideologies and economic systems. This 
situation led the socialist and developing countries 
to suggest the setting up of a larger body represent¬ 
ing all interests. Ultimately, their efforts culminated 
in the convening of the U.N. Conference on Trade and 
Development (UNCATD) of all the 122 members of 
the United Nations in Geneva, in 1964. The Final 
Act of the First UNCATD stated that “in an age 
when scientific progress has put unprecedented abun¬ 
dance within man’s reach, it is essential that the flows 
of world trade should help to eliminate the wide 
economic disparities among nations. The interna¬ 
tional community must combine its efforts to ensure 
that all countries—regardless of size, of wealth, of 
economic and social system—enjoy the benefits of 
international trade for their economic development and 
social progress”. 

ACHlEVEMliNTS OF UNCTAD-1 

This historic Conference concluded after enacting 
general and special ‘principles of International Trade 
Relations and Trade Policy conducive to Develop¬ 
ment. It succeeded in identifying problems of inter¬ 
national trade and economic development, and its 
recommendations constituted the framework for a 
new and dynamic international trade and develop¬ 
ment policy. It adopted a “number of recommenda¬ 
tions on various aspects of development such as trade 
in primary commodities and in manufacturers, aid 
and financing, and problems of shipping and other 
invisibles etc.” A number of ‘‘general and special 
principles in regard to commercial relations among 
countries of the world” were also formulated and 
adopted. 

In order to carry on the work of the Conference 
during the intervening period of its subsequent sessions, 
a permanent Trade and Development Board was crea¬ 
ted. “It was hoped that with the foundation laid 
for further action in this manner, there would be 
significant progress in the achievement of the ob¬ 
jectives for which the Conference had been set up by 
the time the Second Conference” was held. 

Unsatisfactory 

The Second session of UNCTAD is currently 
being held in New Delhi, The four year pteriod, 
since the First Session, however, shows that its ex¬ 
pectations are far from being fulfilled. Addressing 
the first Asian Trade and Economic Conference, 
Mr. Dinesh Singh, India’s Commerce Minister re¬ 
gretted that the progress in implementing the recom¬ 


mendations of UNCTAD-I was “very unsatisfac¬ 
tory”. According to the U.N. Secretary General, 
Mr. U. Thant, the developed countries have shown 
themselves unwilling to modify si^iificantly their 
trade policies so as to enable the developing countries 
to expand their foreign exchange earnings. Dr, 
Prcbisch, Secretary-General of UNCTAD, has point¬ 
ed out in a report that many developed countries have 
adopted measures which are difficult to reconcile with 
standstill recommendations of the Conference. 

This attitude of the developed countries has been 
responsible for slowing down the growth of the deve¬ 
loping countries despite the fact that international 
trade has grown substantially. As a result the dis¬ 
parity between the two groups of countries viz., 
developed and developing has widened. While the 
“developed countries are adding annualy about £60 to 
the per capita income of their people, the average 
increase in per capita income in the developing world, 
amounts to less than £ 2 per annum.” The share 
of the developing countries in the total world exports 
has declined during 1964 to 1966 from 20.4 per cent 
to 19.3 per cent respectively. The decline in their 
exports has been more severe when compared to 1953 
when it was 27 per cent. 

Besides decline in the percentage share of exports, 
“the purchasing power of the exports from developing 
countries has been steadily declining and by 1965, 
these countries were able to buy for a given volume of 
their traditional exports 10 per cent less than at the 
beginning of the decade. In spite of the provisions 
of the Final Act of UNCTAD-I, no new commodity 
agreement on primary products of interest to develop¬ 
ing countries has been concluded. The tariff and 
non-tariff barriers against exports of developing coun¬ 
tries, more especially their manufacturers and semi- 
manufacturers have shown no signs of diminution. 
Inspite of the unanimously agreed target of one pet 
cent of national income to be provided by way of 
financial resources to developing countries, actual 
disbursements by developed countries have levelled 
off in absolute terms and declined as a proportion 
of the gross national product of the developed coun¬ 
tries. Discriminatory practices and arrangements in 
the field of shipping and increasing freight rates have 
aggravated further the balance of payments position 
and hindered the effort to promote the exports of 
developing countries.” 

International Trade OrganiIsation 

The unsatisfactory growth in the exports of deve¬ 
loping countries has been because of the ineffective 
functioning of various multi-national organisations 
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charged withthe responsibility of developing and regu¬ 
lating trade. While UNCTAD is only an international 
forumfor discussion as it is devoid of executive authori¬ 
ty to implement its decisions, the GATT suifers from 
inherent organisational weakness arising from its lack 
of universal membership. Its other weakness arises 
from the “double standard” which it applies in the 
exchange of tariff concessions. While the developed . 
member countries of the GATT ask for reciprocity in 
the matter of tariff concessions (without taking into 
consideration the new Chapter IV) from the develop¬ 
ing countries, they deny this reciprocity to the socialist 
countries, (most of whom have not even been ad¬ 
mitted as its members). The socialist countries 
consider “the granting of most-favoured-nation 
treatment and the exclusion of the possibility of arbi¬ 
trary action to be the basic requisite for stable trade 
relations and more intensive economic cooperation.” 
This situation should lead to a search for a new inter¬ 
national effort and a new instrument in the shape of 
an International Trade Organisation based on a 
treaty concluded between the members, and which 
treat all members on equal terms rather than an or¬ 
ganisation like the GATT which stipulates equal 
conditions for unequal partners but denies equal 
treatment to equal members. Such an organisation 
would reaffirm support of all member nations to the 
world wide* multilateral trading system of which 
GATT is supposed to be the symbol and expression. 

PoTENriAi. oi Socialist Colntrils 
The establishment of an Internationa) Trade 
Organisation would lead to normalisation of inter¬ 
national trade, thereby utilising the great potential of 
socialist countries which arc producing about one- 
third of the world’s industrial goods; which their share 
of about 12 per cent in the world trade does not 
correctly reflect this potential. The significance of the 
trade potential of these countries also lies in the fact 
that notwithstanding many artificial barriers (espe¬ 
cially discrimination and embargo between east-w-est 
trade, foreign trade of these countries has expanded 
very rapidly during the post-war period as a whole. 
According to the GATT Report for 1967, the annual 
growth rate of exports of these countries was as high 
as 9.3 per cent over the period 1955 to 1966, 
which was a faster rate of export expansion than that 
of developed western countries (8.1 per cent). The 
utilisation of their growing economic potential, 
through expansion of trade, will impart soundness to 
the world economy. However, that requires the 
existence of an assuring atmosphere where trade 
will develop without discrimination and prejudice 
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against their economic systems which is inherent in the 
GATT. 

Contribution to DLVtLOPiNC Count ries 

The normalisation of international trade through 
an I.T.O. “will have significance not only for east-west 
trade but also for the development of international 
trade as a whole. That will have a simultaneously 
direct and indirect influence on the expansion of the 
developing countries’ economy and trade. If inter¬ 
national trade is normalised, a rise in industrial and 
personal consumption in both groups of industrially 
developed countries’ would lead to an increase in the 
exports of the developing countries as well.” 

The socialist countries will also help in providing 
good markets for tropical food articles since their 
present per capita consumption is very low. The 
developing countries will also gain additional markets 
for their raw materials. The system of economic 
development of socialist countries which envisages 
long term planning of foreign trade will further offer 
stable markets to the developing countries for their 
primary products. In short, as stated by Dr. Rual 
Prebish, “the iron curtain areas could become a new 
customer for commodities produced in the new deve¬ 
loping world if the rigidities in the bilaterali.sm charac¬ 
teristics of socialist foreign trade could be eliminated”; 
but this is possible only through an International 
Trade Organisation based on universal membership. 
Besides, under favourable international conditions, 
one can even hope for direct cooperation of both 
groups of countries ic. capitalist and socialist coun¬ 
tries as well, in providing aid for the economic ex¬ 
pansion of the developing countries. 

Conclusion 

Direct cooperation of both groups of countries, 
which is essential for achieving the objectives of U.N. 
Development Decade, calls for the restoration of 
multilaterali.cm on sound principles through the esta¬ 
blishment of an International Tiade Organisation, the 
idea for the setting up of which was mooted in the 
famous “Havana Charter”. The countries of the 
world, if they wish to live in peace, have to evolve 
a system of mutual assistance and economic coopera¬ 
tion. The United Nations Conference on Trade and 
Development currently meeting in its second session 
in New Delhi, is called upon to evolve this system 
through the establishment of a truly representative 
International Trade Organisation based on universal 
membership and on a treaty concluded between the 
members. 
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Cost Economics of Foreign Aid 

A.B. Gosalia 


One more capital aid agreement for 250 million 
Deutsche Marks, was signed last October in Bonn, 
with the Government of Federal Republic of Germany, 
by our Finance Minister Shri Morarji Desai. In view 
of the foreign aid which the country has received since 
independence, this occasion of receiving one more of 
the same type does not mark a very significant event 
to draw the public attention. Every time while receiv¬ 
ing such an aid, it is propagated that it would help to 
increase industries and agriculture, create employ¬ 


ment, raise the per capita income and improve the 
social and economic conditions of people of India. 
However, looking at the figures of year-by-year in¬ 
creasing foreign debts and the interest to be paid on 
such foreign aids, to the donating countries, the ques¬ 
tion naturally arises, if there can be any rise in the real 
income of the country with rising debts. In this 
context it is high time for India, now, to examine the 
other side of the coin, namely, whether the potential 
importance and utility of such long-term foreign 
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credits and loans, dragging us year after year, deeper 
and deeper in international debt, is successfully inte¬ 
grated into the purpose of development programmings. 
In other words, we should examine such aids in terras 
of the costs and benefits of the plants and projects 
purchased under the foreign aid agreements. 

Cost Factors 

In order to investigate the facts about such foreign 
aid, it is necessary to study the cost structure of any 
plant or equipment, which is usually purchased from 
such foreign credits and loans. In the diagram on page 
16 a model planthas been assumed costing 100. The 
purchasing value has then been divided into various 
costs, which have usually to be incurred. The 
figures in brackets give the average values of the costs. 

Some of the above costs such as transport, 
insurance, raw materials, fabrication, packing or tools 
arc very genuine and do not require any further com¬ 
ments. Other factors should be studied in details. 

(a) Profit : A profit of 10 per cent (giving a 
factor of profit 1, 11) on the loial value of 100 for 
the model plant, although apparently looking 
“exhorbitant” for such plants, should be considered 
as very normal. This profit results out ofTollowing 
two reasons, viz.: 

(/) The plant and equipment delivered under 
such agreements are mostly of the special 
type" monopolised by certain experienced 
firms only. They act as main designers and 
contractors but they themselves never manu¬ 
facture all units and parts of such complex 
plant. They sublet various parts, the units 
of which may be further sublet. Thus the 
selling price of one becomes cost price for the 
other, this way compounding the profit 
during each individual transaction. As 
profit is always calculated on the selling price, 
the individual overhead costs arc also in¬ 
creased in the their turn. How many times 
this factor of profit and overheads are com¬ 
pounded in the final price of the plant is 
difficult to judge or evaluate. But it does take 
away an appreciable percentage of the plant 
purchase value. 

(/»■) Most of such credits or loans arc "tied up" 
with an obligation to buy the equipment in 
the donor’s country. This fact being known 
to the industrial foms, also psychologically 
tempts them to include higher profits. 

(b) Over Heads: This factor is normally supposed 
to include general organising costs, depreciation cost 
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on buildings and furnitures, costs of stationary, pos¬ 
tage, drawings etc. The general organising costs 
comprising mostly of salaries and wages to the emplo¬ 
yees depend on their conditions, comforts and con¬ 
veniences of work and the standard of Jiving in that 
particular donor country. It is, therefore, clear that 
overheads on a plant purchased in the U.S.A. will be 
higher than those for the same plant available from 
Europe. Comparison is based not on the type 
of technique delivered but on the quantity of final 
product. 

(f) Transport ; In some of the American supplies 
a condition is incorporated to transport 50 percent 
(or certain amount) of the supply with American 
vessels. This condition converts a certain amount of 
expenses in to foreign debt. 

(d) Licence and Commission : Most of the firms 
have their agents or licensees or branch offices in 
India, for which the fees have to be included in the 
plant value. 

(t') Taxes : All sub-contracted plants are subject 
to inland taxes, the purchase and sale being accom¬ 
plished in the home market only. On the other hand 
the main contractor, while exporting the complete 
phuit obtains from state an export bonus. This 
bonus may be assumed to compensate for the taxes. 
Therefore, this item of taxes as a factor of cost in the 
purchase value of model plant should be neglected. 

(/) Interest: This item should not be confused 
with "interest" to be paid on credit or loan, under 
which the plant is purchased. In case of all sub¬ 
contracted parts of the plant, there is always a lapse 
of time between delivery and payments. In order 
to account for this theoretical loss, it is a normal 
business practice to include a nominal percentage for 
interest. 

(g) Engineering Services : After items of profit 
and overheads, this item constitutes quite a major 
portion of nongeniiine costs included in the purchase 
value of the plant. The Engineering Services as defined 
for the present purposes mean the services of the engi¬ 
neers of the foreign contractors for erection, tests and 
commissioning of the plant delivered by them. These 
services should in no case he confused with the term 
"Technical Know-How". The term “Technical 
Know-How” denotes an abstract supply commodity 
capable of producing concrete results either in form 
of some product, goods, materials or services. But 
the present services in question for erection, tests and 
commissioning once when applied to the plant deli¬ 
vered are lost for ever, without giving any concrete 
results themselves. As this item snatches away about 
19 percent of the total value of the paint (Engineerhig 
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Services 15 percent x factor of over heads 1, 15 x 
factor of profit I, II), it would be worth while to 
investigate the costs of the services of a foreign 
engineer in actual figures, Table 1. 

Tablk 1 


COST OF SERVICES OF A FOREIGN ENGINEER 




Payment 
from credit 
in Rs. 

Rupee pay¬ 
ment. 

(1) 

(2) 

Monthly salary 

Social securities such as health 
insurance, unemployment ins- 
surance, gratuity, bonus, 

2,500 

•— 

(3) 

leave etc. 

Daily allowance in India per 

1,200 


(4) 

month 

Travelling cxpenccs on the 
basis that he is eligible fot 
home leave once a year 


3000 

(5) 

(month’s average) 

Foreign service allowance per 

500 

— 


month (minimum) 

200 

— 


Total per month 

4,400 

3,000 


The above figures arc valid for a normal European 
erection engineer. An American engineer will defi¬ 
nitely receive more than double of it. On some 
very big projects, where foreign engineers are required 
in quite a big number and for a couple of years, they 
demand extra comforts and conveniences such as 
swimming pools, clubs, baths or sometimes even 
schools for their children. A teacher for the school 
has also to be from their own country, who has to be 
paid. It is absolutely wrong to believe that these 
comforts and convenineces are paid from engineers’ 
salaries or income. All such expenses have to be 
borne by the contractors, who naturally raise their 
overheads by all such extra costs, so that the factor of 
overheads can become higher than 1, 15 to I, 20. 

(/i) Interest on capital : This cost-factor has not 
been included in the above tabulation, because (i) it 
is not directly included in the purchase value of the 
plant; and (ii) its percentage and mode of payment 
always vary depending on the political character 
imparted to it. 

It should,however,be noted that the interest has to 
be paid on the total amount of the loan or credit, out, 
of which any particular plant or equipment is pur¬ 
chased. As the whole credit bears an interest, this 
interest has to be paid not only for the genuine cost 
factors of the plant but also for the “implied” genuine 
cost-factors, i.e. : 


(1) On their profit 

(2) For the comforts and conveniences of their 
working conditions (Overheads) and 

(3) For maintaining their standard of living 
(Engineering Services). 

The mode of calculating the above mentioned cost 
factors in the Table may vaiy depending on the com¬ 
mercial system of a country. But the cost facton 
and the percentage values assigned to them still hold 
good. 

It is not the object of this article to evalaute the 
exact percentage of the various cost factors. But the 
above cost percentages do reveal that there arc some 
costs, which can be either completely saved or reduced 
to a minimum, if the projects are properly selected. 
It is because of this reason, that some definite standard 
should be laid down for the proper selection of the 
plant financed through foreign aid, thus making this 
aid a more effective component of the development 
programms. 

Proper Selection of the Pi,anis 

The above discussed cost factors themselves give 
a clue to the proper selection of any particular plant or 
equipment. The characteristics attributed to such a 
selection may be summeri.sed as follows: 

(1) Self-sufficiency of the plant: As the interest on 
loan or credit has to be paid till the end of its repay¬ 
ment, it is in our own interest to repay the amount as 
early as possible. Any plant or equipment should, 
therefore, be sclf-suflicient so as to earn at least dire¬ 
ctly or indirectly in the envisaged time of repayment 
of loan or credit, so much of foreign currency, which 
would repay its own cost. It is understandable that 
all plants or equipments would not produce capital 
goods which cmi be exported to earn foreign currency. 
Big agricultural plants or tractors and fertilisers’ 
manufacturing equipments are typical examples of 
indirect earnings of foreign currency by adding to the 
production of foodgrains. But such plants and equip¬ 
ments, which have to earn their cost in an indirect 
way, can show satisfactory results only if they are fully 
utilised. It lies in the hands of the coordinating 
agency of the government to guarantee the full utilisa¬ 
tion of such plants. The question naturally arises as 
to the limit of investment for tractors and fertilisers, 
as their percentage of full utility depends on un¬ 
certain natural factor of rain. The minimum limit 
of investment in this case would be one, which would 
buy so much equipments to cultivate the land with 
water at our disposal from storage irrespective of rain. 
Any further equipment required to cultivate land with 
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rain water should be produced in the country without 
any help of foreign credit or loans. 

(2) Simplicity: Out of sheer overenthusiasm to 
line up with the highly industrialised countries of the 
world in the shortest possible time, we have, since 
independence, tried to install huge monumental 
industrial plants, disregarding their economics. 
Such plants have mostly been expensive, “luxuriously 
automatic” in tcchique and consuming a vast amount 
of foreign aid. Because of automi/ation the plants 
have proved diflicult to be handled by Indian 
technicians and have, continuously required foreign 
technical personnel. In such plants human labour 
available in India has remained unused. 

In order to combine the benefits of mass pro¬ 
duction through automatic machines with cheap 
human labour, we should turn our attention to “semi¬ 
automatic” plants from fully automatic equipments. 
The purpose of a semi-automatic plant is to avoid at 
various stages of the manufacturing process in a mass 
production system, such automatic equipments which 
can easily be dispensed with and substituted by cheap 
human labour and Indian technicians without any loss 
in produduction. This has various advantages, viz: 

(а) It reduces the purchase value of the plant, 
reducing at the same time the total amount of 
foreign aid and the interest to be paid on it. 

(б) It is technically simple to understand and 
handle and commercially cheap to operate 
and maintain. 

(c) It requires more human labour, thus helping 
to increase employment in the country. 

(3) Availability of technical personnel: The in¬ 
creasing degree of automization inm anufacturing 
process as well as in individual machines, demand 
more and more highly qualified technical personnel. 
Such technical personnel is required during erection, 
commissioning, operation, maintainance and repairs 
of the plant. Dearth of such technical personnel 
in India, both in quality and number and the high 
price, which has to be paid for foreign technicians 
would as well lead us to the same conclusion as 
under (2) to adopt the system of semi-automatic 
plants with all its advantages. 


It is often believed that this difficulty can be over¬ 
come by training Indian engineers abroad. But 
the experience .show that this experiment has failed 
to bring any fruitful results in practice, the reasons 
for such a failure being obvious . It is easy to under¬ 
stand, that an Indian engineer going abroad cannot 
be expected to learn and grasp the highly advanced 
technique within six to twelve months only, for which 
these countries themselves required years. 

A further solution to this acute problem of dearth 
of technical personnel would be to employ those 
Indian technicians, who have studied abroad or 
worked there for a long period. These technicians, 
however, complain of low remuneration, poor work-, 
ing conditions, maltreatment through superiors, no 
scope of future development or research to utilise 
their knowledge and potential capacitieis, lack of 
encouragement etc. in India. In the last few years 
this problem has been widely discussed under the 
code word of “Brain Drain”. Without dealing very 
intensively with this problem here, an immediate 
glance at the costs for employing a foreign technician 
would reveal that even a salary of Rs. Rs. 3000 to an 
Indian Technician as a substitute to a foreign one 
would bring a monthly saving of approximately 
Rs. 4000 (for European category) to Rs. 12,000 (for 
American category). 

Resume 

Thus, the strategic value of foreign aids becomes 
more pronounced, when one goes into the cost eco¬ 
nomics of the projects, plants and the equipments 
purchased under such aids. Such projects and equip¬ 
ments vary widely in their nature, components and 
use. The proper selection, therefore, requires a 
simultaneous economic and technical planning even 
at its highest stage. Many projects have failed till 
now to bear any fruits, because of our technical 
ignorance. This has often been a subject of public and 
press criticism in the donating countries. It is there¬ 
fore, necessary that future projects be selected not 
for the sake of prestige or on the basis of priority in 
the theoretical planned economy of the country but 
on their actual worth in terms of expenditures and 
revenues and their effects on the foreign currency 
budget. 
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Industrial Recession—Causes and Cures 


DuKii Haran Nath Gurtoo 


The term ‘recession’ as applied to industry has 
fairly well-defined meaning in the literature on 
business cycles. To understand this meaning, one 
must know what a business cycle is. Wesley 
C. Mitchell, one of the foremost students of this phe¬ 
nomenon, defined the cycle as follows; 

“Business Cycles are a type of fluctuation in the 
aggregate economic activity of nations that organize 
their work mainly in business enterprises: a cycle con¬ 
sists of expansions occurring at about the same time in 
many economic activities, followed by similarly 


general recessions, contractions, and revivals which 
merge into the expansion phase of the next cycle: this 
sequence of changes is recurrent but no periodic ; in 
duration business cycles vary from more than one 
year to ten or twelve year; they are not divisible into 
shorter cycles of similar character with a mplitudes 
approximating their own.”* 

A cycle has been divided into four phases or parts, 
i.c. revival, prosperity, recession and depression 
(as shown in figure 1 below). 

A combination of the three indices: (/) employment, 


■ ''' 
Employment 

Duiput 


CRISIS 



Dr. Dukh Haran? Nath Gurtoo is Professor and Head of 
Economics Department , Birla Institute of Technology and 
Science, Pilani. 

1 Wesley C. Mitchell, Business Cycles: The Problem and its 
Sellings, New York, National Bureau of Economic Research, 
1927, p. 468. 
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(/;■) real income consumed; and {Hi) real income 
produced—can be regarded as the criterion of the 
existence, and measure of the degree of prosperity 
and depression and changes in the same. 
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VOLUME OF EMPLOYMENT 



Simple Way of Dividing Business Cycles into Phases 

In Figure—2| cycles are depicted around an 
assumed rising trend or longterm average. Each 
cycle has two turning-point zones”, i.e. the “upper- 
turning point zone” (or crisis) and the “lower-turning 
point zone” (or trough), and there are two phases of 
expansion and contraction—each of which can be 
broken into two, i.e., the part lying above the trend 
or average and the partlying below the trend or aver¬ 
age. The part lying above trend in the contraction 
pahse is called “recession". 

Statistical Difficulties and Shortcomings 

Even in a country like the U.S.A., where the collec¬ 
tion and publication of statistics is highly advanced, 
there are difficulties in applying the four-phase scheme 
to business cycle. The cyclical contours of the series 
arc highly irregular, and in none of the 2.1 cycles of 
general business in the USA between 1854 and 1949 
was there a clear dividing line between recession and 
depression (or between revival and prosperity). 

In India, it is extremely difficult to locate the four 
phases of the cycle because of ; (i) paucity, (n) lack of 
reliability; and (///) great time lag (or delay) in the 
availability of the requisite data. This difficulty 
can be appreciated if one ponders over the fact that 
even aw late as mid-1967, when we were in the very 
midst of recession, India’s Finance Minister was 
talking of devising a wagc-pricc-freeze policy—-a 
policy^hardly appropriate to arccessionary situation. 
It was only sometime later when Dr. V.K.R.V. Rao, 
the Minister of Transport, pointed out to this anamoly, 
that the talk of the wage-price-freeze seems to have 
closed. 

Is THERE an Industrial Recession? If so, about 
What Time Did It Start? 

Let us take the available statistics. Putting to 
test the first index, i.e. of employment, wc take the 
monthly figures of the numbers of applicants placed 
in employment from Deceipber 1964 through June 
1967 as given in the RBI Bulletin of August 1967, 
and give below some of these : 


Month 

Number of persons 


Employment 

April 1965 

43,000 

April 1966 

38,000 

April 1967 

34,000 


After April 1966, for every succeeding month, 
May^ June etc., we find the placement in employment 
smaller than of the corresponding month in the pre- 
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ceding year.® The upper turning point zone, accord¬ 
ing to this index, lies somewhere around April 1966. 

With regard to the real income produced, the 
monthly index of industrial production at constant 
prices^ came down from 192.1 in April 1966 to 160.6 
in April 1967. 

These figures too appear to corroborate the timing of 
the upper-turning point zone around April-May 1966. 

Production of foodgrains fell from 1964-65 
figure of 89 million tons to 1965-66 figures of 72.3 
million tons, according to the G.0.1. Supplement to 
the Economic Survey, July 1966 (page 1.) 

In the absence of available data, we cannot use 
the index of real income consumed for this purpose. 
However, we do find evidence of the recession spread¬ 
ing widely to many industries in 1966 and to more 
in the annual Reports of firms and in reports in 
financial journals. Says the August 1967 issue 
of Bank of India Bulletin ; “Several capital 
and intermediate goods industries arc faced with a 
serious decline in demand and consequently accumu¬ 
lation of stocks, fall in production, and under-utili¬ 
sation of capacity! There are fears that recession will 
spread to other sectors of industry_” While ex¬ 

pressing confidence in the future progress of his com¬ 
pany, Mr. John Greek, Chairman of the Fibreglass 
in the Annual Report 1966-67 says ; 

“A major part of your company’s products are 
used in new buildings, new factories, etc., all of 
which arc affected by the depressed condition of 
the economy at the present time, and the uncer¬ 
tainty about the magnitude of the Fourth Five 
Year Plan.” 

The latest Annual Reports of various outstanding 
companies like Tata Iron, TISCO, Hindustan Motor, 
Premier Automobile, CMMCO, Mahindra and 
Mahindra, and Baroda Bank mention the fact of the 
recession or ‘depression’ adversely affecting the de¬ 
mand for their products and compelling them in 
some cases to lay off workers for various periods. 
The FICCI has estimated that in 1966, (production 
declined in 133 out of 400 industries and that idle 
capacity ranged from 14 to 76 percent of total installed 
capacity in many industries.* 

Another indicator of the recession is the accumii^ 
iation of finished goods inventories with industry. 
The facts referred to in Table 1 speak fortheraselyes: 

2. This continues right upto June 19(>7, which was the last 
month for which figures were avaitable to us (in the August 
1967 issue of the RBI). 

,1. At April 1966 prices. 

4, Bank of India BuUetia, August T967, p. 12fi." 
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Table 1 

RATIO OF INVENTORIES (OR STOCKS) TO OUTPUT 



At the end of \965 

At the end of 1966 

Coal 

78% 

91% 

Pig-ron 

14% 

41% (Sept. 1966) 

Finished steel 

39% 

54% 

Diesel trucks 

66% 

71% 


An additional evidence of recession is given by 
the increasing retrenchment of labour. “Nearly 
25,000 workers are reported to have been laid off in 
West Bengal during the first quarter of 1967, while in 
Bombay the number is placed at 3,000 in the first 
six months of the year”.® 

A study of the Research Bureau of the Economic 
Tinted shows that between January-May 1966 
(average), and January-May 1967 (average) decline 
in production occurred in the following six industries: 

1. Spinning, weaving and finishing cotton textiles 

( 1 . 6 %) 

2. Tea (14%), 

3. Sugar (44.2%) 

4. Spinning, weaving and finishing textiles from 
Silk and Synthetic fibre (1.6%) 

5. Cigarettes (3%) 

6. Paper and paper products (0.1 %) 

However, the same source mentions the following 
12 industries as showing increase in production over 
the same period : 

•1. Iron and Steel basic industries (0.4%) 

2. Coal (4%) 

•3. Jute manufactures (7 %) 

4. Petroleum products (22.8%) 

•5. Electricity (10.2%) 

6. Chemicals and chemical products (19.7%) 

*7. Rubber and rubber products 12.2%) 

*8. Transport equipment (2.8)%) 

*9. Electrical machinery (21.3%) 

*10. Cement (4.3%) 

*11. Machinery other than item (9) above (3.0%) 

*12. Woolen textiles (24.8)% 

However, eight out of these twelve industries 
marked with asterisk (*) showed dcciline in industrial 
production between December 1966 and May 1967. 

Out of these 12, only 4 industries do not show- 
decline in production by either method of calculation 
until May 1967. They arc : 

1. Coal 

2. Chemical and chemical products 

5. nod, 

6. 1%e Economic Times, September 13, 1967, p. 5. 


3. Petroleum products and 

4. Woolen textiles. 

Our study points to the presence of an overall 
picture of reccessionary tendencies being present in 
the economy, despite the continuance of expansion 
in a few industries just named. Opinions may differ 
regarding the extent and depth of recession, but the 
fact remains that its indications are strong enough to 
merit attention. 

Factors Responsible for the Recession 

Among the general factors affecting the entire 
economy are random factors, like the Indo-Chinese 
border War of 1962 and Indo-Pakistan war of 1965. 
The stock markets are in doldrums ever since the 
Chinese invasion in 1962. Tlie plan framework had 
to be readjusted to meet the exigencies of War. 
Munitions and defence-oriented industries had to be 
given lop priority, and the less es.sential consumer 
goods industries had to wait longer for the supply of 
raw materials, etc. 

Though these random factors were external to the 
industrial system, they could and did give a jolt to 
certain industries, e.g. while the production of jeeps 
and trucks was increased, the production of auto¬ 
mobiles was cut down during the year of the Indo-Pak 
War, i.e., 1965. ' 

Also the end of War called for readjustnvmt of 
production to changed conditions. Even though 
budgeted defence expenditure continued to be high 
even after the war, the types of goods in topmost 
priority during a hot war arc not quite the same as in 
a period of cold war. And especially after the signing 
of the Tashkent Agreement, wc were honourbound 
to strive for establishing peaceful relations with Pakis¬ 
tan, and this implied a readjustment of the economy 
to peacetime requirements. For example, the Railway 
Wagons Industry, which had started recovering from 
a trough in 1961, reached its peak in 1965 (the year 
of Indo-Pakistan War), which was also an year of 
crisis for the wagon industry.^ Since the end of hosti¬ 
lities the orders for wagons from the Railways declined, 
and production had to be drastically cut in 1966. 
The already slow rate of growth of the cotton textile 


7. INDEX NOS. OF OUTPUT OF RAILWAY WAGON 
1956™ 100 


1960 

46.6 

1961 

65.7 

1962 

10S.9 

1963 

119.8 

1964 

147.5 

1965 

156.5 

1966 

104.2 
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industry was also halted during the years of the two 
armed conflicts * 

In the case of iron and steel, the peak output was 
reached in both cases a year after the war. Some 
industries prospered during the war, but suffered at the 
end of the hostilities, while some others suffered 
during the war, and comparatively recovered with 
the return of peace. 

The two successive droughts of 1965 and 1966 
lowered agricultural production, agricultural incomes, 
and created scarcity of food and raw materials. The 
shortage of raw materials forced the cutting down of 
production of agrobased industries like sugar, jute 
and cotton. The sharp rise in the price of foodgrains 
over the last two years led to presistent demand for 
increase in wages and dearness allowance. Where 
these were granted, it led to increase in costs, and 
reduction in the margins of profit, which led to resis¬ 
tance on the part of management to further demands 
for wage increases by lay-off as stated earlier —leading 
to widespread industrial unrest—sometimes taking 
even violent forms likeg/ieraos in West Bengal. 

The emerging non-alignment of prices and costs is 
not confined to any one industrial sector, but has been 
observed in the Annual Reports of firms in varied 
industries. Apart from wage increases, other factors 
increasing the cost of production are : 

(a) In industries with foreign capital, the cost 
of interest and amortization on cxterhal 
loorrowing has gone up due to the devaluation 
of the rupee by 57.5 percent in terms of the 
dollar and the pound-sterling on June 6, 
1966. 

(/}) The costs of imported raw materials and 
spare parts have again gone^up due to deva¬ 
luation of the rupee; 

(f) Increase in rates of electricity in 1966 have 
further added to industrial costs.® 


8. INDEX NOS. OF PRODUCTION OF COTTON TEXTILE 
(WVG.) 1956^100 


1960 

99.9 

1961 

104.3 

1962 

104.6 

1963 

111.8 

1964 

118.6 

1965 

118.3 

1966 

114.6 


9. Wife, ItrA Annua/ Report of Elctrosteel Casting 1965- 
66, Page 8 mentioie 25 p« cent increase in electricity rates as 
from July 1%6. 
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(d) High and increasing rates of corporate taxa¬ 
tion and excise duty have further added to 
the cost. Mr. John Greek, Chairman of 
Fibreglass Pilkingion, states in the 5th Annual 
Report 1966-67: 

“It should be noted that the rate of this. 
Excise Duly has been increased from 24 
percent to 36 percent in the May (1967) 
Budget Proposals, and that this is'therefore a 
problem of even more importance now.” 
According to the Annual Report of the 
Hindustan Motors, for 1966, not less than 
30 per cent of the price of the car today consists 
of taxes. In some cases these excise duties 
impinge at multiple points, viz., on raw materi¬ 
als and again on finished products. 

(«') The cost of raising funds domestically has 
gone up for the industry because of persistent 
malaise in the capital market since June 1962, 
and firms arc hesitant to enter the capital mar¬ 
ket without the support of institutional under¬ 
writers. The public has become pessimistic 
on seeing the prices of their share holdings 
go down since 1962 and arc not prepared to 
invest in stock exchange securities. The 
RBI Index of Variable Dividend Securities 
(equities) with base 1961-62 as 100 stood at 
a low figure of 75.4 for March 1966.^® It 
fell by 8.7 percent over the year (1965-66). 
General restrictive monetary policy also added 
to the cost of credit.^i 

The growing non-alignment of ctists and prices is 
an acknowledged symptom ofa spreading recession in 
an economy having a large free enterprise sector. 

Another factor contributing to the recession in 
our export industries like jute, sewing machines, 
iron and steel and cotton textiles is the recession dur¬ 
ing last couple of years in our trade partners such as 
U.K. and West Germany, and the balance of payments 
difficulties in the U.S.A. The externa] payments 
difficulties in the U.K. led to its intposition of a sur¬ 
charge on existing import tariffs, which affected our 
exports of Cotton to that country. This coupled with 
the uncertainties created by the two wars have contri- 


10. In March 1965, it stood at 82.6 (vide RBI, Report on 
Currency and Finance, 1965-66, Statement 44 on p. 572). 

11. A supplement to the Economic Survey, GOI, July 
1966 on page 16 says “Monetary Policy will, however, have 
to continue to be restrictive in general.’* It also roentions* 
sluggish industrial growth as shown by a larger contraction of 
credit in the slack season of 1965-66 <md a snudler expansion 
in the busy season as compared to 1964-65. 
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buted to a tendency to a reduced infiow of private 
capital from abroad which added to the difficulties of 
industries depending upon imported raw materials 
and spare-parts. 

A more important factor than the last named is 
the failure of the implementation of the Five Year 
Plans, which have engendered large government ex¬ 
penditures unaccompanied with ‘planned’ increases 
in production and productivity. These coupled with 
the fall in agricultural production have led to infla¬ 
tionary pressures, and subsequent corrective cutting 
down of deficit financing, and the putting into cold 
storage of the Fourth Five Year Plan.^’^ The Finance 
Minister Morarji Desai had to ask the Slate Govern¬ 
ments to put a halt to deficit financing through over¬ 


drawings on the Reserve Bank of India. This has 
led to postponements of the State’s Fourth Plan 
Investment outlays, and the consequent non-emer¬ 
gence of the earlier expected growth of demand for 
many commodities. This has' meant that earlier 
planned productive capacity in a number of industries 
like glass, paper, paper borads, cables has turned 
out to be in excess of actual demand. 

(7b be continued) 


12. The combined outlay of GOT and Slate Governments 
came down from Rs. 5675 crores in 1965-66 to Rs. 5,529 crores 
for 1966-67. This contrasted with a large increase of Rs. 926 
crores between 1964-65 and 1965-66—Vide—A supplement to 
The Economic Surrey—luly 1966 (pp. 5 and 6). 


AGRICULTURAL TAXATION 
(Continued from page 9) 

Government levies, collects and assigns the net pro¬ 
ceeds to them. This will assure the Slates larger 
revenues normally from this source. 

The State Governments in recent years have shown 
great reluctance to tax agriculture at higher rates. 
This is because of the opposition from strong vested 
interests whom it is difficult for the State Governments 
to ignore. 

Planning Commission’s Proposals 

A proposal to tax agricultural income has once 
again been made by the Planning Commission. It 
will be useful to examine the proposal from two points 
of view—{/) from the revenue point of view, and (ii) 
from the equity point of view. 

Barring four plantation States—Assam, Kerala, 
Mysore and Madras--revenue from agricultural in¬ 
come tax is not a source to be reckoned with. Of 
the four States, only Assam has got sizable income 
from this tax. In five States this tax has not been 
levied at all, while in the remaining seven States, 
income from this source has been negligible (vide 
Table 5). 

The States cannot, therefore, be blamed for not 
Table 5 

AGRICULTURAL INCOME TAX AS PERCENTAGE OF 
TAX REVENUE 


Assam 10.6 

Kerala 4 

Mysore 1.8 

Madras 1 


Compiled from 1966-67 R.E. 


trying this tax. It was tried in some States, and later 
had to be abolished (in non-plantation States) for 
not being a source of revenue.* 

From the equity point of view agricultural income 
tax is quite justified especially when the present system 
of land revenue is inequitable. It is. however, clear 
that no tax could be levied by the States purely on 
considerations of equity unless it was also a growing 
source. ^ 

It will, therefore, be proper if all the State Govern¬ 
ments exempt holdings up to 5 acres from land revenue, 
and levy surcharge and additional surcharge on a 
graduated scale. This will save a lot of non-deve¬ 
lopment expenditure on maintaining an administra¬ 
tive machinery for faxing agricultural income. Fur¬ 
ther, land revenue rates should automatically be re¬ 
vised by, say, 10 per cent on a change of 20 points 
(or so) in the price index of agricultural commodities. 

The State Governments should, to mop up the 
surplus income, make sincere efforts to realise irriga¬ 
tion charges and betterment Icvy.f However a 
considerable part of this revenue should be credited 
to a fund—styled as Agricultural Development Fund 
—to be opened in each State. This will go a long way 
to eliminate the opposition from the vested interests 
in the States.® 


Prof.Kaldor was also of the opinion that agricultural income 
tax will not be workeable in India, the main reasons being the 
ceiling of agricultural holdings and the widespread illiteracy 
in the rural areas. 

(The Planning Commission was of the view that large irrigation 
and multi-purpose river schemes could be financed only when 
adequate levies were made towards the capital cost. 

2 Powal, L.S., Rajasthan State Finances (MSS), p. 432 
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Rethinking on Industrial Estates 

S. Lal 


The concept of industrial estates originated in the 
West during the latter half of the last century, and its 
progress till 1950 had been halting and slow. The 
programme was designed to overcome the scarcity 
of industrial land near the urban centres; and to 
develop depressed and backward areas. India was 
a pioneer in the programme of industrial estates in 
the developing countries, when it made a beginning 
in 1955 in this area with the twin-objective of the 
development of small-scale industries and to dis¬ 
perse industries in the rural and backward areas. 
During the First Five Year Plan, ten industrial estates 
were sanctioned id certain selected towns of the country 
and its success enthused the authorities to extend 
this programme to the entire country-side as it ap¬ 
peared to be a magic wand for the development and 
dispersal of small-scale industries. A total amount 
of Rs.'l098 lakhs was spent during the First and 
Second Five Year plans and another sum of Rs. 
2288 lakhs is estimated to have been spent during 
the Third Five Year Plan. An allocation of a sum 
of Rs. 2500 lakhs was made in the Draft Outline of 
the Fourth Five Year Plan. It is reported that there 
were 483 industrial estates in existence (completed or 
under construction) on September 30, 1966. It 

is intended to build another 250 industrial estates 
during the Fourth Five Year Plan. On occasions, 
there has been introspection about the working of 
this programme; and a few rejibTts have also appeared 
on the subject. A number of scholars have also 
undertaken research on the development of industrial 
estates in the country for their post-graduate and 
doctoral dissertation. 

Unused Capacity 

It is reported that of 6,839 completed sheds, 4027 
sheds are functioning with 3,481 units and provide 
employment to 61,775 persons and produce goods 
worth about Rs. 69 crores in a year. From the num- 
of, sheds completed and number of sheds 

JlAireA J5, 1968 


functioning, it would appear that hardly 57 per cent 
of the sheds arc functioning. Many of the sheds 
shown as functioning are occupied by state proto¬ 
type, development and training centres and many 
others under use are those where no production is 
carried out. These units have managed to obtain 
quotas of scarce raw materials and therefore, 
continue to occupy the sheds in order to remain eligible 
to obtain quotas and permits for scarce materials. 
It is pertinent to cite an example here. Two units in 
an industrial estate used to remain closed for 10 
months a year. When asked, it was told that the 
raw materials, viz. steel wire and stainless steel 
allocated to the units were hardly sufficient for two 
months in a year, and that whenever material was 
available, skilled labour was brought from outside 
for processing. Such instances .are not wanting. 
If these factors are taken into consideration, it would 
appear that the data about production and employ¬ 
ment indicated above could be an overestimate. 

Failure in the Backward Areas 

Reasons are not far to seek. At places, where 
sufficient skill, market outlet, common service facili¬ 
ties etc. along with infra-structure were already ob¬ 
tainable, programme of industrial estate was a spec¬ 
tacular success even with higher rents, since units 
already located at these places were handicapped 
for want of space and power connections. But it 
was not feasible to emulate this programme in back¬ 
ward areas with the same amount of success. No¬ 
where did the cnterprencurs have any voice in the 
designing, location or in fixing the rents of these 
estates. It was left to the discretion of the state 
authorities to plan, design and select the site for the 
estate and whra constructed to fix its rent and allo¬ 
cate the sheds to the enterpreneurs. These autho¬ 
rities were, more often, oblivious of industrial 
requirements and no surveys were undertaken to 
acquaint or assist them about the availability of local 
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enterprise, skill or other factors that could contribute 
towards the success of the industrial units to be 
located at the estate. The only incentive to the 
units had been the inducement of scarce raw materials. 
Whenever raw materials no longer remained scarce, 
or inducements not redeemed, the units became de¬ 
funct. Further the establishment of industrial estates 
has not created any industrial climate in the area and 
the development of facilities such as transport, and 
banking etc. is nowhere in sight. The International 
Perspective Planning Team have observed: 

“The most successful estate by a crude benefit- 
cost test, among 10 for which these tests could be 
made—a large estate located in an industrialised 
city—achieved a l.l ‘partial’ ratio of net output 
to capital expenditure. Its reported employment 
per factory area was also the highest in the sample, 
90 persons per 10,000 square feet. There was 
a sharp drop in benefits in the next group of three 
major estates witli partial output-capital ratio 
of .4 to .6 and employment of 27 to 30 persons 
per 10,000 square feet. Finally, 4 estates showed 
partial output capital ratios of .1 or less, with 
employment fulling as low as 7 person per 10,000 
square feet in one estate.” 

This leads one to conclude that unless enterprise, 
skilled labour, market outlet and common service 
facilities so inevitable for the operational success 
of smallscalc units are ensured, the provision of 
built-in sheds, availability of finance and doling 
out other benelils alone will not help. 

The adaptation of industrial estate programme 
from the West without re-aligning it to our needs, 
notwithstanding the success of a few industrial 
estates in the beginning because of certain favourable 
factors obtaining there, had not been as successful 
as anticipated. Therefore, there is need to rethink 
about ways and means so that some improvement 
could be made in this unfavourable situation. 

Slant in Favour of a Singlk Product 

The programme of industrial estate is in no way 
different from the development of industrial units 
or industrial centres which evolved over a number 
of years. Tt is desirable to identify factors for giving 
a proper direction to tne programme of industrial 
estates. The factors which can be identified for the 
successful functioning and growth of industrial units 
particularly in backward areas are necessarily avail¬ 
ability of skill, raw materials and_ marketing and 


common service facilities to some extent, apart frem 
infra-structure. Unless such facilities are ensured, 
it will be uncharitable to expect that small-scale 
industrial units would survive and grow simply be¬ 
cause built-up factory sheds are made available to 
them. Therefore in the place of existing general 
purpose estate, it would be desirable to give a new 
slant in favour of single-product estates to ensure 
effective and economical common facilities, raw 
materials, skill etc. It may be pertinent to relate that 
at one estate, ten units, each engaged in different 
line of production were located. After a lapse of 
about eight years, the estate has come to specialise 
in the manufacture of thermometers and allied ins¬ 
truments. In a single-product estate, after the initial 
hurdles, all the requirements of the industry arc 
locally available. This creates industrial climate to 
induce others to start industrial units on their own. 

Secondly, to assist the units located in the industrial 
estates in the sale of their products, defence and 
government purchases should be fai-mcd out to 
them, and purchases should be so arranged that all 
the units in one industrial estate should specialise 
in the production of a single product or so. The 
sheds where some industrial units arc already fiineticn- 
ing will be glad to switch over to the production of 
simple articles of defence production. Seme of the 
products which arc actually supplied by the small- 
scale units are: plastic bullets, mule shoes, trigger 
assembly, electric siren, ammunition boxes, carriers, 
blankets, hand grenade component.s, special, castings, 
nozcls and plugs, hand gloves, etc. liach estate can 
specialise in the production of a single-product, or 
different items can be produced in each of the diffe¬ 
rent sheds in the industrial estate, as was contemplated 
in functional estate, to be tested and assembled in 
the assembly shop. This division of labour will 
ensure mass production of a standard product. The 
production of defence or government stores in the 
industrial estate can be managed by the local enter- 
preneurs, or progressive skilled workers. Local 
enterpreneurs can devote themselves to many other 
problems if marketing of their products is ensured. 
They will be in a position to manage the finance, the 
machinery and raw materials to a large extent either 
from their own resources or through the assistance 
of government agencies, provided their products are 
lifted and payments made without cumbersome 
formalities. Many of the existing units which are 
located in the estates will welcome production of such 
goods for which marketing is ensured. Defence 
prdduetjon in the estates can be guided, supervised 
and inspected by state or defence authorities to ensure 
quality control and supenusion over the entire pro¬ 
production. 

Accordingly, slant in favour of single product 
industrial estates will ensure success in the working 
of this programme. It is the successful working of 
a programme which can be emulated and can create 
sufficient confidence and an atmosphere in the area 
for its further industrial development. Failure will 
only scare away industrial enterprise already exist¬ 
ing or which may be in the offing. 
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The Unit Trust of India 

Ham SuANKiiR Gupta 


The Unit Trust of India was established in 1964 
with a view to mobilise the savings of the community, 
especially of the medium and small income-groups, 
and invest them in various types of securities a Ifording 
the individual saver advantages of reasonable return 
and expert management of the portfolio of invest¬ 
ment. The individual saver is also assured of 
liquidity as the. Unit Trust of India is always ready 
to repurchase its units. Moreover units can be 
pledged with bank as security for loan and can be 
sold to third parties. An added attraction was pro¬ 
vided by exempting the income received by an indivi- 
dual upto Rs. 1000 from income-tax and supertax. 

As a significant portion of savings is required to 
be mobilised during the Fourth Five Year Plan 
period tlfrough various instruments and institutions, 
it is both timely and beneficial to review the progress 
of the Unit Trust of India as a mobiliser of savings 
in the last three years. Table 1 gives an idea of the 
total sale and repurchase of units. 

Table 1 


TOTAL SAI^ AND REPURCHASE OF UNITS 



1964-65 

1965-66 

1966-67 

Total 

Sak of units (Rs. in crores) 

19.14 

2.15 

9.24 

30.53 

Repurchase of units 
(Rs. in crores) 

.40 

1.09 

1.99 

3.48 

Number of appiications 
received 

134724' 

10024 

41570 

186318 


lnl966-67 ou tof a total number of 41,570 api^i- 
cations received, 41,516 were from individuals. Out 
of the total sales of Rs. 30.53 crores in last three years, 
Rs. 28.99 were from the individuals while the re¬ 
maining amount was from institutions. 

Ocxjupational Distribution of Units 

As per the statistical analysis carried out by the 
Reserve Bank of India, ^'salary and wage earners’* 


formed the single largest group accounting for half 
of the number of applications received upto Decem¬ 
ber 1966 absorbing 40 per cent of the number of units 
sold. This is followed by ’’students and persons 
engaged in house-hold work” accounting for 16 
per cent of number of applications and 18 per cent 
of units sold. Moreover, the sale of units was largely 
concentrated in the five majorities with a population 
of more than 10 lakhs. 

The above facts reveal that: 

1. The total amount offered by the public fell 
from Rs. 19,13 crores in 1964-65 to Rs. 2.15 
crores in 1965-66 and again rose to Rs. 9.24 
crores in 1966-67. 

2. A signifiant portion of the amount offered 
by the public was from the individials, while 
the response from the institutions was poor. 

3. The Unit Trust of India was successful in 
attracting the savings of educated persons, 
only especially in the metropolitan cities. 

4. The amount of units repurchased increased 
from 2.1 per cent in 1964-65 to 6.9 per cent 
in 1966-67 of the aggregate funds subscribed 
by the public. 

5. Out of units worth Rs. 3.48 crores repur¬ 
chased by the Unit Trust of India, units 
worth Rs. 3.14 crores were repurchased 
at the price of Rs. 10/- per unit. 

6. The sale of units was mainly concentrated 
in the beginning of the year. As the sale 
price of units increases during the course 
of time, sale of units declines progressivelyi 

The meagreness of the amount offered by the 
public in last three years and decline in the year I96S- 
66 from the year 1964*65 arc largely attributed to the 
difficult economic situation prevailing in the. country 
and the outbreak of Indo-Pakistan hostilities. There 
is no doubt that these were some of the factors contii^ 
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buting to the downward trend in 1965-66, but the 
main reasons for meagre contributions by the public 
should be found elsewhere. These can be enumerated 
as under. 

Reasons for Meagre Public Contribution 

1. Low Rale of Profitability 

In 1964-65, 1965-66, and 1966-67 the Unit Trust 
of India declared dividends at the rate of Rs. 6.10 
per cent, 7 per cent and 7 per cent respectively. As 
a large number of investors are from the relatively 
small and medium income-groups, the income-tax 
concession do not make more than a marginal diffe¬ 
rence. Because of the higher rates of interest ob¬ 
tainable in certain sectors especially those offered 
by non-banking companies, and removal of ban 
on the issue of bonus shares by companies, the rates 
of dividend declared by the Unit Trust of India were 
not sufficient to attract the savings of the community. 
If one takes a case of a person who had invested 
Rs. 1000/- in units of the Unit Trust of India in 1964, 
his total investment is Rs. 1215 in 1967 in comparison 
to his total investment of Rs. 1229 had he kept the 
same amount in fixed deposit account in a bank where 
the interest is payable half yearly. 

The increase in the repurchase of units from 21 
per cent of the aggregate funds subscribed by the 
unit-holders in 1964-65 to 6.9 per cent in 1966-67 
shows that unit-holders in 1966-67 shows that unit- 
holders are changing their portfolio, as they are not 
getting an adequate return which they expected from 
the Unit Trust of India. 

2. Liquidity of Units and Rigidity in the Repurchase 
of Units 

The arrangement that units are liquid as the 
Unit Trust of India is always ready to repurchase 
its units is far from true. First a person cannot get 
the amount immediately in case he wants to liquidate 
his units. It generally takes more than a month to 
get the money back. Secondly at times, he will get 
less than what he had invested. He will not only 
be deprived of the interest or dividend but also he 
will have to pay the cost of remittance back from 
the Unit Trust of India vide Clause 7 (subclause 4) 
, of Units Scheme 1964. For example if a person who 
has invested a sura of Rs. 1000/- in July 1967, wants 
to sell the units in October 1967, he will get a sum 
of Rs. 984.20 from the Unit Trust of India, while 
he would get a sum of Rs. 1010 had he deposited 
the amount in a bank as shown under: 


IMtThist BtaA 
o/ India 

Initial investment of Rs. 1000/- 
in July 1967 when the price 

of unit was Rs. 10/- Rs. 1000.00 Rs. 1000.00 

LESS 

(1) Registration charges of 
sending the certificate 

to the Trust Rs. 00.80 

(2) Cost of remittance by 
Money Order ISp. per 
cent on Rs. 1000/- at ffie 
repurchase price of Rs. 10/- . 

per unit Rs. IS.OORs. 15.80 — 

ADD 

Interest at the rate of 4% for 
three months from July to 

October Rs. 10.00 

Rs. 984.10 Rs. 1010.00 

The fact that in the last three years about 92 
per cent of units were repurchased at the price of 
Rs. 10/- per unit shows that the investors had to sus¬ 
tain great loss and this discouraged inducement of 
invest in the units. A system should be evolved 
whereby unit-holders can get back the money im¬ 
mediately and at least without deduction of any 
charge from the principal amount irrespective of the 
prevailing repurchase price. The 4,0^ offices of 
the leading banks can be authorised to repay the 
amount of certificate immediately, pending''comple¬ 
tion of formalities if the certificates are otherwise 
in order. 

<1 

3. Reinvestment Plan 

Under the reinvestment plan of 1966, the unit- 
holders arc offered units at a price of Rs. 10 per unit. 
One fails to understand the real significance of the 
reinvestment plan when the units were freely sold 
during the month of July 1967 at a price of Rs. 10/- 
per unit. The Unit Trust of India’s claim that this 
plan offers a convenient way of reinvesting the in¬ 
come-distribution is not true as the unit-holder 
has to incur additional expenditure on correspondence 
and remittance of the balance amount to the Unit 
Trust of India. In fact it is economical to purchase 
units when these are offered at a price of Rs. 10 than 
to participate in the reinvestment plan of 1966. This 
is the main reason why the reinvestment plan has 
not made any headway. 

4. Trustees from the Unit Holders 

At present all the members of the Board of Trustees 
are appointed by the Reserve Bank of India or the 
subscribers of the initial capital of the Unit Trust of 
{Cimiinmd on page 3i) 
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Disguised Unemploy menu A Vague Concept 

H. C. Patel 


In the theoretical discussions of the developing 
economies, much attention has been given to the 
implications of employment in various stages of 
development process. While disguised unemploy¬ 
ment is often said to characterize much of the develop¬ 
ing economy, common agreement on the definition 
of the terms has not yet been achieved. Critics go so 
far as to declare categorically that there is “no evi¬ 
dence of any poor country anywhere that would 
even suggest that a transfer of small fraction, say of 
5 per cent, of the existing labour force in agriculture, 
with other things equal, could be made without redu¬ 
cing its (agricultural) productions.’’^ A concrete 
case was however qited by Schultz to prove that in 
several Latin American countries, agricultural pro¬ 
duction did fall off after some labour had been trans¬ 
ferred to other activities.^ Scepticism regarding the 
notion of the existence of disguised unemploy¬ 
ment has,been rejected as a myth “and is undoubtedly 
a Marxist residual. 

Doreen Warrier and Lamartime Yeates draw 
attention to the existence of disguised unemployment 
in Eastern Europe. W.E. Moore has described the 
hidden unemployment of the Balkan countries. The 
Italian agricultural unemployment has been described 
as “one of the disguised unemployment because the 
rural population was above the level justified by size 
and requirement of the farms.”* 

The frequent use of the term requires analysis of 
its exact significance and mining. Our attempt 

Shri H.C. Patel is Lecturer, Ahmedabad Arts and Commerce 
CoUege, Ahmedabad. 

1 T.W. Schultz, The Role of Government In Promoting Econo- 
mk Growth, in the State of the School of Social Sciences, ed. 
L.D. White, Chicago, 1956, p. 375 Quoted by N.O. Roesen, 
“Economic Theory and Agrarian Economics”, Oxford Economic 
Papers, Vol. 12, Feb. 19«),p.l4. 

2 Ibid., p. 375 

3 N. Oeorgescu Roesen, “Economic Theory and Agrarian 

Eooa0Ddc3’\ Oxford Economic Papers Vol. 12, February 1960, 
P. 14. . 

4 IL.O., Econondc Background of Sodal PoUcy, Geneva, 
1?47, P.147. . 


would be to discuss the different concepts underlying 
the term ‘disguised unemployment’. 

Mrs. Robinson’s Concept 

The term was originally used to mean the cyclical 
transfer of persons from the more productive to less 
productive jobs during depression. According to 
Mrs. Robinson: 

“A decline in demand for the product of the general 
run of industries leads to a diversion of labour from 
occupation in which productivity is higher to those 
where productivity is lower. The cause of this 
diversion, a decline in effective demand, is exactly 
the same as the cause of unemployment in the 
ordinary sense and it is natural to describe the 
adoption of inferior occupations by dismissed 
workers as disguised unemployment.”’^ 

In society where poor relief is ‘less eligible’ or non¬ 
existent, a man who is thrown out of work would 
prefer to work “as usefully as he may”. In a new 
occupation the productivity would be less than that 
in the occupation from which he was dismissed. 
Some of these dismissed workers compete with those 
who have been employed all along in disguised sense, 
and when the employment of the former leads to an 
equivalent curtailment' of the employment of the 
latter, “the total output of society is zero”.* The sig¬ 
nificant clement of the analysis is the differential prod¬ 
uctivity of labour rather than marginal productivity. 

The term ‘disguised unemployment is used here 
to mean a lack of work in which total skill can be 
utilized; but the problem with developing economy 
is not of that kind but of persons in large numbers 
who are engaged in comparatively unproductive work. 

According to Robinson, disguised unemployment 
thus becomes temporarily enforced less remunerative 

5 Joan Rotrinsou, Essays in the Theory of Employment, 
Oxford, Basil Blackwell, 1M7, tV. 61-62 
6Akf., p. 62 



work, but as a long run problem in developing eco¬ 
nomy disguised unemployment is much more intri¬ 
cate. Strictly speaking Robinson’s definition is not 
applicable to developing economies where unemploy¬ 
ment is of non-cyclical nature. 

Navarrettee’s Explanation 

Mrs. Robinson’s concept of disguised unemploy¬ 
ment is explained in three ways by Navarretee'^: 
Cyclical (disguised) underemployment, structural 
(hidden) underemployment and underemployment of 
expansion. The cyclical disguised unemployment is 
claimed to be a function of foreign trade. The subsis- 
tance agricultural sector is a great absorber for cycli¬ 
cal fluctuations of external demand so, the more 
important the agricultural sector, the greater the 
possibility of cyclical disguised unemployment. This 
concept is based on external trade and does not seem 
very useful in describing disguised unemployment 
in a developing economy. The low price elasticity 
of agricultural products does not effect the change 
of output in short run. Therefore it cannot be main¬ 
tained that the fall in external demand will effect 
employment creating serious unemployment. In 
other words, in developing economics, neither physi¬ 
cal production nor employment depends on foreign 
trade in agriculture as such. 

The structural hidden underemployment is accord¬ 
ing to Navarrettee, chronic underemployment in 
agriculture®. The workers, who do not have regular 
employment opportunities at existing wage rates, 
are called unemployed in this sense. Here it seems, 
the concept is similar to open unemployment in a 
developed economy, because workers are willing 
to work, but to apply this concept to underdeveloped 
economies, where workers are not even knowing 
their employment status, is not suitable. 

The third type is underemployment of expansion, 
which is due to the absence of adequate growth in 
the economy. According to them, the surplus of 
labour is not absorbed because of the shortage of 
capital, so, many workers who can work in better 
occupations work in the activities of very low pro¬ 
ductivity. The concept of productivity in various 
sectors might become useful in developed economies 
but is not very relevant to developing economies. 
In this respect this type is also not capable of describ- 

7 Alfredo Navarrettee, Jr. and Itigenia M. de Navurrettee, 
"Unemployment in Underdeveloped Economies’’, in The 
Economics of Underdevelopment, ed. A,N. A^rwala and S.P. 
Sing, Bombay, Oxford University Press, 1938, pp. 342-43. 

8 Ibid., p. 342 
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ing the kind of disguised unemployment in develop¬ 
ing economies. 

The I.L.O.’s Concept 

The I.L.O. prepared a report outlining Action 
Against Unemployment in 1950.® 

The report mentions three major types of 
employment: 

(1) Unemployment arising from deficiency in 
effective demand; 

(2) unemployment arising from shortages of 
capital equipment or other complementary 
resources; and 

(3) frictional unemployment arising from tack 
of correspondence between the demand for 
labour in particular jobs and the number of 
workers who are qualified and available for 
these jobs. 

The reports mentions: 

“A basic characteristic of the employment situa¬ 
tion in the less developed countries is that al¬ 
though most of the working population are en¬ 
gaged in productive pursuits, the total amount of 
work done, measured in man-hours is far below 
what the population is potentially capable of 
doing.” 

The situation of underemployment consists of 
two elements-—the long period of seasonal unemploy¬ 
ment and the greater supply of labour than required 
for agricultural production. In other words, the 
supply of labour in agriculture exceeds the supply 
required to produce the existing agricultural output 
with existing methods of production and organi¬ 
zation available with developing economies. The 
T.L.O. report was mainly prepared to describe the 
international unemployment situation so it is obvious 
that the problems of disguised unemployment are 
not treated comprehensively but treated only as a 
part of the general situation. 

A recent publication maintains: 

“Invisible underemployment, which, is characteris¬ 
tic of persons whose working time is not abnorm¬ 
ally reduced but whose earnings are abnormally 
low or whose jobs do not permit full use of their 
capacities or skills (sometimes called disguised 
underemployment), or who are employed in esta¬ 
blishments or economic units whose productivity 

9 I.L.O., Action Against Unemployment, Geneva, 1930. 
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i$ abnormany low (sometimes called potential 
uDd«'employment).i<' 

This definition is improved. It deals with earn¬ 
ings and productivity approach, which are better 
tools to understand disguised unemployment. 

The U.N. Committi.i.\s Approach 

The Committee has classified unemployment in 
underdeveloped countries into four categories—cycli¬ 
cal; seasonal, technological and disguised.“ It 
is mentioned in the report that: 

“the term disguised applied only to persons who 
are not normally engaged in wage employment. 
The disguised unemployed are those who work 
on their own account and so numerous, relatively 
to the resources with which they work; that if a 
number of them were withdrawn for work in 
other sectors of the economy, the total output 
of the sector from which they were withdrawn 
would not be diminished, even though no signi¬ 
ficant reorganization accrued in this sector and 
no significant substitution of capital. 

The attempt was more comprehensive but it docs 
not give any precise explanation, as Herbert S. Frankel 
describes*. 

“It (the report) contains only a vague and I fear 
unhj^lpful account of the four categories of un¬ 
employment. It contains no new material and 
no specific theoretical analysis of either the ex¬ 
tent of the nature of unemployment or under¬ 
employment in underdeveloped countries.”'* 

The definition remains as vague as it was before, 
because the organizational changes which are im¬ 
portant in underdeveloped economies are not taken 
into account, clearly, so far. 

Chiano Hsieh's Viewpoint" 

According to Chiang, agricultural production may 
absorb the total labour supply of the community but: 

10 I.L.O., Emphymenl and Economic Growth, Geneva, 
1964, p. 25. 

11 U.N., Measures for the Economic Development of Under¬ 
developed Countries, 1951, p. 5. 

12 Ibid., p. 5 

13 United Nations Primer for Development, Quarterly 
Journal ef Econonilcs, November 1954. 

14 Chiang Hsieh, “Underemployraent in Asia~Nature 
and fotait", international Labour Eevkw, Vol. 65, 1952, Op. 109 
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“With the same amount of capital, with the same 
institutional framework and with the same size 
of landholding, it may be possible that, by raising 
the intensity of work per hour, by improving the 
organization of work and division of labour and 
by introducing simple labour-saving devices re¬ 
quiring little or no net addition of capital out¬ 
lay, a number of workers could be released from 
the land without reducing total agricultural out¬ 
put. The proportion of the agricultural labour 
force which could be so released indicates the 
degree of disguised underemployment prevailing 
in the community in question.”''* 

To ascertain the existence and extent of disguised 
unemployment wc must find out the possibilities of 
reorganization of work at the seasonal peak without 
any change of capital and the possibility of replacing 
existing capital by new types of similar value which 
arc more labour-saving than the previously used, 
where there arc such possibilities there is disguised 
unemployment according to Chiang. 

Chiang's concept reveals something about the 
different meaning of underemployment but docs 
not give satisfactory definition of the term disguised 
unemployment’. Chiang’s definition is qualified by 
conditions which are not clear and so, does not bring 
into focus the important aspect of unemployment, 
i.e. low productivity. It seems clear that the nature 
of disgui.sed unemployment in underdeveloped econo¬ 
mics is related to reorganization of work than a pro¬ 
cess of development in the economy. 

Professor R. Nurksl’s Concipt 

Professor Nurkse’s concept differs from that of 
Mrs. Robinson. According to Nurkse “under¬ 
developed countries suffer from large-scale disguised 
unemployment in the sense that, even with unchanged 
techniques of agriculture, a large part of the popula¬ 
tion engaged in agriculture could be removed with¬ 
out reducing agricultural output. The term disguised 
unemployment is not applied to wage labour. It 
denotes a condition of family employment in peasant 
communities. A number of people are working on 
farms or small peasant plots, contributing virtually 
nothing to output, but living on a share of their 
family’s net income. In technical terms, the margi¬ 
nal productivity production of labour, over a wide 
range is zero.”'* 


15 Ibid., p. 709 

16 R. Nurkse, Problems of Capital Formation in Under¬ 
developed Countries, Oxford, Basil Blackwell, 1955, p. 37. 
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On a theoretical view, it is clear that excess popu¬ 
lation can be so great in relation to land and capital 
that the marginal productivity is reduced to zero. 

Nurkse’s definition of disguised unemployment 
broadly confirms the view advanced by the U.N. 
Committee but it ignores the fact that social institu¬ 
tions, insuificient technical means of production etc. 
are the factors that hinder the employment. If marg¬ 
inal productivity of agriculture workers is low, there 
are factors which explain this level of productivity 
and the impossibility of withdrawing such labour. 

One more point is raised against Nurksc, by 
Harvey Leibenstein, is that “the people of under¬ 
developed economies arc not physically able to work 
so hard as might be expected by those unfamiliar 
with their physical condition. The people are so 
poorly fed that an increase in consumption would 
lead to an increase in output at a relatively higher 
rate.-’i’^ 

Nurksc uses the term disguised unemployment 
but his brief, reference to seasonal unemployment 
in discussion makes the situation unclear. 

W.A. LEwts’ Description 

W.A. Lewis describes disguised unemploy¬ 
ment as: “when as there arc too many persons on too 
little land the farmer cannot afford to keep cattle so 
the land gets no manure and land is put under the 
plough which ought to be left in forget or in fallow; 
arid land is overcropped so that fertility is 
destroyed. 

According to Lewis, disguised unemployment is 
not confined to agriculture only, but it is also common 
in cities of underdeveloped countries. Here Lewi's 
interpretation differs from that of Nurksc. (Above 
mentioned reference deals only with agricultural 
situation.) 

Harvey Leibenstein’s Contribution 

The concept of di.sguiscd unemployment as put 
forward by Harvey Leibenstein is mainly concerned 
with seasonal fluctuations in agriculture. He des¬ 
cribes two types.”i“ 


17. Harvey Leibenstein, “Economic Backwardness and 
Economic Growth”, Studies in the Theory of Economic Devel¬ 
opment, New York, John Wiley, 1960, pp. 62-66. 

18 W.A. Lewis, The Theory of Economic Growth, Homewood, 
19SS, p. 326, and "Economic Development with Unlimited 
Supplies of Labour", The Manchester School, May 1954, p. 
141-42. 

19 Harvey Leibenstein, op. eit., p. 58-70. 


The first type is the one in which it would be 
possible to delete a portion of the labour force, reorga¬ 
nize labour force in some manner or other, make no 
addition to any of the other factors of production 
and obtain the same yield with the smaller labour 
force than with the larger one. In this case the margi¬ 
nal productivity of labour on the land may be said to 
be zero. Additional manpower would not increase 

output at all. 

The second type is involved in the case where a 
subtraction of a portion of labour force will yield a 
smaller output no matter what sort of reorganization 
of smaller labour force takes place. The second 
type of unemployment is due to the seasonal charac¬ 
ter of agriculture, even when there is a lack of alter¬ 
native outlets. In the second case marginal producti¬ 
vity of labour and wage rates are positive. 

The concept put forward by H. Leibenstein is 
smaller to Chiang's visible seasonal unemployment 
which does not describe the disguised unemployment 
as such. "We may find the disguised unemployment 
which is described by Leibenstein in developed econo¬ 
mies too. The contention here is that the identi¬ 
fication of cither chronic or seasonal visible unemploy¬ 
ment with disguised unemployment hardly seems 
logical.’’2« 

Rost nstein-Rodan's Explanation 

Ro.senstcin-Rodan defines disguised unemploy¬ 
ment as “that amount of idle workforce, in terms of 
man-equivalent hours which exists at the peak of 
agricultural operation.”2i He divides disguised 
unemployment into removable and frictional under¬ 
employment. He includes in removable disguised 
underemployment those workers who arc employed 
very little during the year (less than fifty days a year). 
The frictional underemployment includes workers 
who are partially employed (more than 51 days. 22 ) 

The removal of workers of first kind would not 
cause agricultural output to decline and would not 
change the agricultural organization. The removal 
of workers who are under frictional underemploy¬ 
ment would mean a substantial violation in the agri¬ 
cultural sector. - 

In Rodan’s concept those whom he claims as 
underemployment in disguised sense are visible idle 

20 Chiang, op. cit., p. 710. 

21 P.N. Rosenstein-Rodan, “Disguised Unemployment and 
Underemployment in Agriculture”, Monthly BuUetin of 
Agriculture Economics and Statistics, Vol. VI, July-Auguit, 
1937., p. 7. 

22 Ibid., p. 7 
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labour. In his scheme only removable disguised 
unemployment are treated as surplus which under¬ 
estimates the exact level of surplus labour. The 
analysis makes one point: the concept of disguised 
unemployed based on labour productivity is ina¬ 
dequate to explain the possible volume of surplus 
hlbour. 

K.N. Raj’s Presentation 

Raj presents the explanation in terms of social 
institutions. According to him the zero marginal 
productivity of labour employed is due to the tradi¬ 
tional social organization, and such labour with zero 
marginal productivity becomes surplus labour (dis¬ 
guised unemployed). He writes: 

“It is obvious that the rates of capital formation, 
technical change and population growth are inti¬ 
mately connected with the problem of unemploy¬ 
ment, and more so with the level of productivity 
and real income at which employment opportu¬ 
nities arc open . . . But to define employment 
and unemployment in terms of productivity of 
labour for this reason would be to mix what is 
primarily a social phenomenon with a technical 
fact which, however, pertinent to its solution, 
is not uniquely correlated with it. Labour with 
a marginal productivity of zero will be part of 
manpower surplus, which can become available 
with given assumed changes in organization, 
but h; will not be treated as part of currently un¬ 
employed if the existing social organization per¬ 
mits them to be idle or disguises the fact that they 
contribute nothing in reality to the social output, 
despite their appearing to do so.’ 

Raj’s attempt to relate the problem of manpower 
utilization with disguised unemployment adds further 
confusion regarding inherent institutional conditions 
in the economy. Jacob Viner also leads his con¬ 
clusions to the same confusion when he mentions 
“non-economic motivation cquld be a cause of 
hiring wage labour beyond the point at which they 
(employers) know that labour will not add to, or 
may even subtract from, the product.”** He fails 
to recognize that non-economic factors have meaning 
in limited sense. This is to say that both economic 
and non-economic factors are equally important in a 
developing economy. 

23 K.N. Raj, Employment Aspects of Planning in Under¬ 
developed Economies, (National Bank of Egypt, Fiftieth Anni¬ 
versary Commemoration Lecture,) Cairo, 1957, pp. 4-5. 

24. Jacob Viner, quoted by Meier, Leading Issues in Devel- 
<^>ing Economy, Oxford University Press, 1964, p. 79. 
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Conclusion 

The study of the disguised unemployment has 
brought to light the fact that at times factors of pro¬ 
duction that appear to be employed (particularly 
labour) are in reality unemployed. In such cases 
the development of the economy is retarded. For 
when unemployment Is not disguised one knows in 
what direction one must move to increase national 
income or to achieve other objectives. If un¬ 
employment is bad, disguised unemployment is worse. 
For this reason not only is an underdeveloped country 
poor, it also faces the danger of continuing to be poor. 
But as we discovered, the particular aspects of un¬ 
employment are yet to be described and they deserve 
more consideration not only to distinguish various 
forms of employment but also for the formulation 
ofdevelopment policies in underdeveloped economies. 

The Measurement or Disguised Untmei ovmjnt 

The extent of disguised unemployment has been 
variously estimated at 15 to 20 per cent of working 
force on land in underdeveloped areas.26 Doreen 
Warriner’s study has revealed a surplus of one quarter 
to one third of farm population in Eastern Europe 
as a whole before the Second World War.** Man- 
delbaum showed that 20 to 27 per cent of active 
farm workers in Poland, Hungary, Bulgaria, Ruma¬ 
nia, Yugoslavia and Greece were superfluous.*^^ 
Attempts have been made to measure the extent of 
disguised unemployment in India. According to 
B.R. Shenoy, 40 to 45 per cent of workers can be 
dispensed with without any serious damage.’’** 

The discussion on the nature of di.sguiscd un¬ 
employment has made it clear that the concept of 
disguised unemployment is so complex and intricate 
that it may not lend itself readily to a precise estimate 
of its magnitude with the help of the tools designed 
to measure industrial unemployment. 

The United Nations report states, “we arc not 
in a poistion to say what extent they (estimates of 
agricultural disguised unemployment) are accurate.”*® 
Even R. Nurkse, who attempted to give estimates 
of disguised unemployment, writes, “naturally esti¬ 
mates of this sort are highly uncertain.” The treat¬ 
ment in the past has confused and complicated the 
concept and so exact estimates cannot be derived. 

25 R. Nurkse, op. clt., p. 34. 

26 Quoted by N.A. Khan, Problems of Growth of qn Under- 
develops Economy—India, Bombay, 1961, p. 157. 

27 Ibid., p. 157 

28 B.R. Shenoy, quoted Ibid., p. 157. 

29 United Nations, op, cit., p.8. 
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We shall discuss the method of the measurement 
of the disguised unemployment which is based on 
Nurkse’s concept. There are two main approaches 
to measure the disguised unemployment. First 
approach may be called the indirect (norm) method 
and the second approach, the direct method. The 
former uses labour productivity as standard. The 
net amount of surplus labour arrived at by the 
indirect method is the actual labour available for 
farming minus the norm. According to Rosenstcin- 
Rodan, there arc three variants of this norm: 

(1) the amount of labour to produce a given 
output; 

(2) the necessary density of population fora given 
type of cultivation, and 

(3) the amount of labour required under a given 
type of cultivation to provide one person with 
a standard income.*® 

Rosenstein-Rodan mentions the fact that the 

30 Rosenstein-Rodan, op. sit., p. 2 


indirect method is not satisfactory because of the 
difficulties in establishing a criterion of need. 

The direct method is based on two calculations 
of labour force and labour required. Labour re¬ 
quired could mean the amount of labour actually 
employed or the amount necessary. The direct 
method is better than the indirect one because it 
takes into account both self-supporting and wage 
labour. 

The limitation of the article would not allow the 
detailed explanation of the various attempts to mea¬ 
sure disguised unemployment. 

To conclude we may say, as Mrs, Robinson has 
mentioned: 

“The students of today are to be pitied because 
theory is growing faster than it is possible to 
learn it, but at least they have the consolation 
now-a-days that it is concerned with an interesting 
subject.”*’ 


31 Joan Robinson, Collected Economic Papers,\o\.2. 


UNIT TRUST 
(Continued from page 28) 

India. No doubt these are the persons having know¬ 
ledge or expertise in commerce, industry, banking, 
finance or investment and act on the business princi¬ 
ples with due regard to the interest of the unit- 
holders. It would be all the more beneficial to have 
one or two trustees from amongst the unit-holders 
as it would give confidence and induce the public 
to invest in units. 

5. Lack of Propaganda and Publicity 

The publicity and propaganda policy of the Unit 
Trust of India is static and mainly confined to the 
advertisements through newspapers, folders and 
posters. It has not been given the dynamism re¬ 
quired for motivating, identifying and mobilising 
savings. The advertisment policy of the Unit Trust 
of India should be properly guided and directed 
towards different sectors. In villages where the 
benefits of development are accruing most, much 
progress can be made in popularising and intensify¬ 
ing the’sale of units through films, mobile-vans, 
exhibitions etc. It is heartening to note that arrange¬ 
ments have been made to sell the units through 14,000 
post-offices in addition to 4,000 offices of leading 
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banks, approved brokers and about 670 individuals 
agents. A larger number of agents should be 
appointed in rural areas and their remuneration be 
linked with the amount received by sale of the units 
through them. 

6. Unit Trust of India and Villages 

From the statistical analysis of data carried out 
by the Reserve Bank of India, it is revealed that the 
sale of units was largely concentrated in the five 
major cities vi?., Bombay, Calcutta, Delhi, 
Ahmedabad and Madras, Nearly 50 per cent of 
the total applications received and 65 per cent of the 
sale made by the Unit Trust of India have emanated 
from these cities, which means the message of the 
Trust has not reached to the villages. The villagers 
should be told and persuaded to invest in the units. 
This can only be achieved by adopting a proper ad¬ 
vertising policy incorporating in itself both educative 
and persuasive aspects. 

In order to tap the large volume of savings it is 
essential that the Unit Trust of India should prpvide 
different types of units to cater to the preferences of 
the investors and should reduce the time-lag between 
the receipt of the application and issue of certificates, 
issue of dividend warrants etc. 
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Gleanings from the Press 


THE COST OF WHITENESS 

In this hurry to keep out brown skinned men, 
Government, Parliament and the nation haveachieved 
disgrace. 

The worst thing is the discrediting of the Biritish 
passport. 

It is said that the admission of more of these 
people might have imposed a certain extra strain on 
Britain’s supply of housing and Britian’s welfare 
services. But this is no justification for this act. It 
is utterly wrong that this extra strain should be avoid- 
ded by excluding one lot of British citizens from the 
benefits that the rest enjoy. 

Britain has restricted the entry of many holders 
of British passports, simply and solely because they 
are brown. It has also restricted even further the 
entry to Brjtain of the families of non-British Com¬ 
monwealth workers already here, and it has imposed 
even more stringent controls on the numbers and 
kinds of workers from the coloured Commonwealth 
who will Be allowed to come here under the existing 
rules for non-British Commonwealth citizens. 

The Commonwealth Immigrants Act of 1968 is 
hasty, illconceived and racist in effect if notin inten¬ 
tion. It harms, perhaps irreparably, the prospects 
for good race relations within Britain. It knocks 
a hole in such claim to liberality as Mr. Wilson’s 
Government could still make....It is only six weeks 
since the mass of the British population cheerfully 
acquiesced in the Government’s withdrawal from its 
military obligations to its allies in Asia. This week’s 
measures are cut from the same t^th. They are all 
part of the same loss of concern for distant, less fortu¬ 
nate people; part, in fact, of the same washing of 
hands. 

Th( Economist, March 2,1968 


ECONOMIC REVIVAL POSSIBLE 
IDbsai has produced a bud^t which has, except 


for some sharp criticism of the increase in ibe postal 
rales, earned all-round approval. The satisfaction 
seems to arise mainly out of the few conce.ssions he 
announced and the sense of relief over the absence 
of new tax measures to cover the large deficit which 
was generally expected, 

Mr, Desai’s decision to leave an uncovered defi¬ 
cit in next year's budget can be approved only as a 
temporary expedient helping the Government to avoid 
taxation which may further inhibit economic growth. 
The key to growth must be sought in larger savings, 
Mr. Desai’s tax concessions can help to create the 
climate for revival and provide an impetus for 
expansion in the private sector and for export 
promotion.... 

It is possible to discern Mr. Desai’s main strategy 
for economic revival in the tax concessions and the 
expectations on which they arc based rather than in 
the pattern of plan and non-plan expenditure which 
broadly follows that of earlier years. Export pre mo¬ 
tion had been encouraged through lax reliefs for 
development of market and provision for direct 
assistance for exports to the extent of Rs. 45 crores. 
The budget was receded by a reduction of export 
duties and further instalments of rcducticn are 
invitable in the light of export trends, particularly-* 
of tea for which the concession so far announced 
is inadequate. 

Ultimately, however, the recession-bound indus¬ 
tries should seek solutions by exploring fresh markets 
abroad. Eastern Europe now offers excellent oppor¬ 
tunities for the en^ncering industries for improving 
quality, price and salesmanship while waiting for the 
expansion of domestic orders on the resumption of 
planning next year. 

With the reduction in bank rate, Mr. Desai’s 
package of fiscal and monetary policy is more or less 
complete for the present. It needs to be followed 
up by specific measures at many levels to prepare 
the economy for the Fourth Plan. 

K. Ranoaohari 
The Stetesttm, Mamti 7,1968 
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ROOT OF THE MALADY 

Therb are parties such as the Communists who are 
engaged in the legislative process but who do not 
accept its underlying assumption as a part of their 
doctrine. And the “negative individualism” of the 
politician can be seen in action in practically every 
field. But beyond a point the comparison can be 
misleading because, though the Communists are 
playing a part in bringing the parliamentary system 
into disrepute, the leading role is that of the parties 
which claim to defend it. It is parties such as the 
SSP which swear by parliamentary democracy that 
in practice are among its noisiest detractors. And 
as for “negative individualism”, as a political factor, 
it is little more than another name for unabashed 
self-seeking. Politicians do not scruple to advance 
their individual interests even when it involves the 
negation of all principles. 

High minded appeals to the patriotism of the 
politician will be of as little avail as warnings that 
by his teactics he is cutting the ground from under 
his own feet. 

It is entirely possible that one of the results of 
the growth of professionalism in politics will be a 
certain stabilisation of the party system....A defector 
is rather like the speculator on the stock exchange; 
he may discover easy means of getting rich quick. 
But when elections come along he may well decide 
that it is more prudent to fight under the banner of 
a party which'has a well oiled machine. The chances 
of getting back will be better and the rewards though 
more modest will be durable. In any case, it is rather 
considerations such as these than any high motive of 
principle that will determine the final shape of the 
•.parliamentary system. 

K. R. Kabad 
The Times of India, March 7,1968 


A FRESH KNOCK AT STABIUTY 

It is unfortunate that the tendency among the poUti- • 
ticians to undermine the Indian democracy by 
exploiting the Constitution has been on the increase. 
At this rate it may soon be difficult, if not impossible, 
for any State government to function in a dempe- 
ratic fashion. But what is more serious is the effort 
to prevent to the lepslatures from functioning pro¬ 
perly. The latest development is the adjournment 
of Punjab Vidhan Sabha for two months by the 
Speaker on the ground that it was impossible to con¬ 
duct any business with “the House bdng rowdy, 
agitated and angry”. Everybody is aware that it 
is the duty of the Speaker to maintain order in the 
House. Yet, he has chosen to blame the Chief 
Minister for the lack of it and has alleged that the 
Chief Minister of Punjab being in hopeless minority 
in the House is not in a position to control the mem¬ 
bers of the Treasury Benches. All the more so it 
was desirable that he should have provided an oppor¬ 
tunity to both the sides to measure their swords in 
the House. 

The agitation of the students in various parts of 
the country on a variety of issues ranging from pro¬ 
motions without examination to language should 
make any democrat nervous. The Union Minister 
for Education has gone on record to say that the 
educational system is hardly functioning knd colleges 
and universities have remained closed for a long 
period. He has also admitted that the system of 
examination is breaking down. A past of the 
explanation may be economic; but by and large the 
politicians will have to accept the responsibility of 
misguiding the students. As Dr. Triguna Sen has 
observed, higher education in many places in the 
country has reached a stage of collapse. Unless it 
is rescued the journey to the collapse of democracy 
is not going to be very difficult or long. 

The Fimmeiai Express, March 9,1968 
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Book Reviews 


The Kashmir Story, B.L. Shanna,pp.271, Asia Pub¬ 
lishing House, Bombay, 1967, Rs. 18. 

Ever since Indian sub-continent was divided into two 
separate states in 1947, Kashmir has been agitating 
the statesmen all over the world. Also during these 
twenty years, India’s faith in the U.N. Security Coun¬ 
cil’s counsels and their efficacy has been rudely 
shaken. What has proved most disturbing is the 
realisation that almost all the major powers in the 
world have viewed this question according to their 
self-interest. This process has not only kept the 
question ever embroiled in the hot waters of inter¬ 
national politics bu,t it has also made the aggressor 
and the culprit more strong and more intransigent. 

The author of the book who has had the advantage 
of going through the original sources available in 
the U.N. Security Council has built a very well argued 
case for^the study and appreciation by all those 
interested in this question. 

Tracing the origin of the trouble, Shri Sharma 
has recounted a number of interesting disclosures 
which proved the complicity of the Pakistan Govern¬ 
ment in the tribesmen’s invasion of Kashmir in Sep- 
tember-October 1947. Among these various dis¬ 
closures, two pieces of evidence prove to the hilt 
the organised attempts made by Pakistan Govern¬ 
ment to keep the fire burning in the Kashmir valley. 
One relates to' the publication and distribution of 
military orders entitled ‘Operatjpn Gulmarg’ issued 
by the military authorities long Wore actual inde¬ 
pendence of India, and the. other is the evidence 
tendered by Nawab of Maradot in December 1949 
before the Controller of Military Accounts, Pakistan, 
in whidi he had declared: I spent a sum of Rs. 64,000 
mit of iny own pocket for the purpose of Kashmir... 
But even at the risk of losing my honour and repu¬ 
tation, I caimot at this stage discuss the reasons why 
this payment wm made.” 

Alt through tie book the imiu’ession gets confirmed 
how the mtun cempkint lodg^ jby. ttds country got 
dotn^ and wrapped up In the hi|her politics 


which characterized the U.N. Security Council’s 
debates. The disgust and disappointment of India’s 
chief representative Shri Ayyangar found expression 
when only after a few month’s of the experience of 
the Council’s way of working, he had exclaimed be¬ 
fore his colleagues on April 21, 1948, ‘T will 
never advise my government to bring any other case 
to the Security Council. Yes, if you have a bad 
case, bring it to the Council.” As the years passed, 
the experience proved much more bitter. This 
was so despite the fact that the very first resolution 
of the U.N. Security Council of August 13,1948 had 
not only recognised the fact of India’s aggression 
but as a logical corollary to that had also acknowledg¬ 
ed the constitutional position of India in Kashmir 
arising from the accession. 

Putting the whole case in its right perspective, 
Shri Sharma proceeds to show with the help of facts 
as to how Pakistan’s case has continued to sulTer 
erosion since 1957. He writes that it was not only 
due to forceful exposition of India’s case by Shri 
Menon and Shri Chagla, or by the use of Soviet 
veto and the Jarring Report j but also because of its 
anomalous position as a military dictatorship that 
Pakistan’s plea for the right of self-determination 
for Kashmir sounded rather hollow. Moreover, 
because of it poliQr of negotiating with a communist 
country while being an ally of western powers 
Pakistan has ceased to have any locus standi in so 
far as Kashmir is concerned. 

In this context, Mr. Chagla’s performance in the 
Security Council in 1964 stands out distinctly when 
for once, calling a spade a spade, he questioned the 
validity of Pakistan’s consistent and insistent demand 
for pl^iscite while having denied the same right tb 
the states like Bahawalpur, Kalat, Baluchistan etc; 
and, by showing flagrant disregard for the principles 
of U.N. Charter had given away large chunks of 
territory to Clwa over which it had no claim or 
possession wlmtsoever. 

The Kashmir question has assumed pentagonal 
fiimiensions represented by U.S.A. and U!^R on one 
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side and India, Pakistan and China on the other 
which far from being conducive towards a settle^ 
ment of the question have only made it more 
complicated. 

The growing understanding between the two major 
powers since 1964 has, however, produced a change 
for the better, and, has also induced the member 
countries in the Council to think that fresh attempts 
are needed to Judge the position in the light of the 
new realities. The second attack by Pakistan in 1965 
has further given a lie to her professions of being 
interested in the welfare of the people of Kashmir 
and her faith in U.N. Charter is new suspect. 

As the author sums up, any settlement of the 
Kashmir issue has to be preceded by the acceptance 
of the changed realities of the situation, 

L. Dewani 

Chambers of Commerce in India, M.V. Namjoshi and 
B.R. Sabade, Asia, 1967, Rs. 15.00 

The organisation and functioning of the Chambers 
of Commerce in India have not been given the notice 
that they deserve and more often than not these 
Chambers have been taken as a platform of designing 
tycoons for wresting different concessions from 
the Government. The Chambers have not so far 
been subject to academic scrutiny with a view to 
determining their present and prospective role in 
the context of a developing economy with a host of 
problems typical of these economics. The present 
study thus fills a gap in the literature on the subject. 
One docs not have to agree with all that the authors 
say to appreciate that this is, perhaps, the first serious 
attempt to put forth the roles and functions of these 
Chambers and to offer an insight into the organisa¬ 
tional aspects of these bodies. 

The roles that the Chambers have played in this 
country and can play in future are mainfold and 
many-faceted, includng political, economic andsocio- 
technological influences first on the public at large 
and then on the sector of business and industry. The 
relative emphasis given from time to time on any 
of these roles would depend mainly on the conditions 
in which these chambers function not only with respect 
to the economy as a whole but also vis-a-vis the orga¬ 
nisations that they represent. Any of these roles 
can be overemphasised. The role of business in 
national politics and the part played by the chambers 
in this respect are important from many points of 
view and need not necessarily be in the form of 
countervailing power against other power-groups. 
The highly constructive role of the Chambers is to 
be appreciated more as an identifiable forum of com- 
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munication between the Oovemmoit and the sector 
of buiness in which the individual units axe numey 
rous and widely scattered. In this countiy, the 
Chambers represent individual industries, regional 
business, and various groups and as such the Cham¬ 
bers do provide the sort of forum mentioned above. 
The countervailing activities become apparent when 
the ‘other piressure and power groups pose various 
threats. The political role of the Chambers is as 
yet not manifest and organised. The financing of 
particular parties or sending representives in Parlia¬ 
ment is not a powerful trend and has a reason be¬ 
hind insofar as the businessmen are also citizens 
and can have political beliefs of their own. Ihis 
trend the authors recognise and underline that “class 
power is not comprehensively and systematkally 
articulated”. The criticism of the monopolistic 
trends in this country has also been rather overdone. 

The account given by the authors of the organisa¬ 
tion, finances, functions and services is deep probing 
and analytical, showing up both strengths and weak¬ 
nesses of the Chambers in India. The economic 
development of the country demands strengthening 
of the Chambers functionally and a better dispersal 
than what it is now. It is not necessary, contrary 
to what the authors surest, that the Chambers be 
reorganised or nationalised. What is more impor¬ 
tant is perhaps that these Chambers should widen 
their activities by establishing more branches, centres 
and offices in the newly industrialised centres or other 
areas of commercial and administrative importance. 
However, it would be necessary to establish much 
closer rapport than now among the different Chambers 
and their efforts should be more coordinated by the 
apex bodies like the FICCl. In this context the 
comparative analysis of the Chambers role in seme 
countries abroad would be found useful. 

The responsibilities at present exercised by the 
Government in some respects concerning industry 
and business can be more effectively discharged 
by the FICCI as a watch-dog body in liaison with 
the Government. The question of self-control and 
implementation of industrial programmes can be 
more closely supervised by the Chambers to smoothen 
the process of economic growth but the absence of 
expertise in the Chambers and the present emphasis 
on a sort of agitational role may come in the way. 
An effective reorganisation of the Chambers and the 
apex body can hardljr ignore these questions. 
Whether the Indian businessmen have accepted the 
economic planning idea or not would seem immaterial 
when it is considered that efficient business planning 
on a scientificc basis chn hardly be completely di»< 
cordant with the natiboiU economic plans and that 
the total economic progress of the countiy as a whole 
cannot be but an aggregate of the progress recorded 
in all the different spheres of 'economic activities. 

The book is to be found useftil by both academic 
and non-academic readers on a subject neglect¬ 

ed by serious researchers in this country, 

P. MUKHOi^AIimYAY 
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The UNCTAD concluded ils long deliberations on March 30, 

2 1968. These deliberations lasted for full 60 days. The very 

length of the Conference period is sufficient testimony of the. 
magnitude and the gravity of the issues facing the developing 
5 countries of the world. The resolution finally passed by the 
UNCTAD has evoked widespread pessimistic comment. There 
is a keen sense of disappointment among the developing coun- 
j 2 tries that the results achieved arc far from commensurate with the 
enormous labour put into preparations for the conference and 
its actual day-to-day conduct for 60 days. There is also a feeling 
17 that the developed countries have not shown any lively or sensi¬ 
tive awareness of the responsibility they owe to the world in 
general and to the poor undeveloped countries of the world 
in particular, A right attitude of mind should have been a just 
if not a generous appreciation of the real difficulties facing the 
22 countries who have lately emerged into freedom after a long spell 
of political servitude and economic stagnation. Tf the world 
is one family this lack of understanding is wholly out of keep¬ 
ing with the spirit which sustains a family. That the world is 
one family is, for the moment, it seems, just a fine sentiment, 
a noble aspiration which we should wait for decades to be trans¬ 
lated into reality. The developing nations it seems have to 
struggle hard to achieve progress without much hope of rcason- 
32 able assistance from countries which are in a position to help. 
The UNCTAD and its meagre results should be helpful in 
emphasising the need for self-dependence and self-reliance. They 
should also be helpful in emphasising the need for cooperation 
and interdependence among developing countries. 

It has been said that the UNCTAD would have yielded better 
37 results but for the economic crisis which has hit the developed 
countries like U.S.A. and Great Britain. This crisis makes 
these countries unresponsive to trials and difficulties facing the 
developing countries. Even without this crisis, the developed 
countries were not especially responsive to the needs of the 
37 undeveloped part of the world except to the extent it suited thrm 
in the particular context of their narrow national interest. 

With all this we should, however, bear in mind one fact. 
It was never expected that a conference of the UNCTAD type 
would yield quick or substantial results. It is easy to come to 
an understanding on political issues when it is a question of 
expressing fine sentiments about peace etc. Even here we can 
confront with serious difficulties where national prestige is 




involved. Economic issues, however, involve hard 
bargaining. This bargaining was in evidence 
throughout the full length of the UNCTAD. Give 
and take here involves millions of pounds and dollars, 
sometimes running into billions. Some wariness, 
therefore, is understandable when economic issues 
are under consideration. This wariness, however, 
crosses proper limits if it arouses a suspicion that 
behind bargaining there is lack of will or a deliberately 
inadequate appreciation of what is at stake or lack 
of emotional involvement in the struggle of devel¬ 
oping countries to liquidate, in the first instance, 
the harsher forms of poverty. 

An outstanding fact that has emerged from the 
UNCTAD deliberations is that a world conscious¬ 
ness has yet to emerge in the economic field. If 
we all talk of peace, freedom and unity, it is necessary, 
in fact indispensable, that it is expressed in econom¬ 
ic terms. This would mean that it would be our 
collective responsibility to see that no man, wo¬ 
man or child in this age of science and technology 
goes without the basic necessities of life. The world 
economy should be so arranged that this is rendered 
possible. All the questions that have been raised 
by the developing countries about aid, trade, pref¬ 
erences, supplementary finance etc. have full rel¬ 
evance in this larger context. If the answers given 
to the questions are disappointing the principal 
reason is the absence of this basic common world 
consciousness. 

With all this there have been some achievements. 
The main resolution is helpful in as much as it lists 
the issues which call for serious, sustained and conti¬ 
nuous consideration. It reveals the extent to which 
developed countries arc, for the moment, prepared 
to go to meet the minimum demands of developing 
countries. It also brings to light the issues which 


call for a careful and systematic study for concrete 
action to be made possible in later discussions. In¬ 
ternational cooperation in trade is not a lost cause. 
The U.S., despite initial hesitation, has ultimately 
agreed to the commitment of one percent of GNP 
as aid though without any dead line. The rigid 
French attitude on reverse and special preferences, 
vis-a-vis general preferences, has been mellowed 
down. The Western powers had to yield on the issue 
of making the UNCTAD a functionary organiza¬ 
tion. The developing countries have succeeded 
in making them negotiate on the crucial issue of pref¬ 
erences under the auspices of the UNCTAD. 

New vistas have opened up in export trade in the 
sphere of industrial goods. It is true that the less 
developed among the developing nations may not 
benefit if processed and semi-processed goods are 
not included in the list. Yet a new impetus has been 
given in the direction of liberalization of trade in 
favour of the developing countries in the sphere of 
manufactures and semi-manufactures. 

Another redeeming feature of UNCTAD has 
been that the group of‘77’ could maintain even conso¬ 
lidate its unity. This was strikingly manifested when 
the African countries allowed their own special inlcr- 
rest to be submerged in the general interest of the 
developing countries as a whole and were prepared 
to forego special E.E.C. preferences for the sake of 
a general scheme. These are small gains, but on 
these with patience and perseverance wc may 
be able to build fuller and wider cooperation 
between the developed and the underdeveloped parts 
of the world. 
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Agricultural Growth in Kerala 


K. S. Karyalar 


This article attempts to present an analysis of ag¬ 
ricultural output in Kerala since its formation inl9S6 
till 1965-66. The data concerning the study have been 
collected from the publications of the Bureau of 
Economics and Statistics, Trivandrum, the only 
authoritative source of statistics relating to area and 
production of different crops. The data on the classi¬ 
fication of area for Kerala is available only from 1957- 
58 even though the area under different crops arc 
available from 1956-57. Similarly, since the estimates 
for 1965-66 arc not available the figures related to 
1964-65 are repeated for the year 1965-66. 

What we need to know is whether the agrarian 
economy of Kerala has been growing on sound lines 
during the pa.tt decade. The figures relating to area 
and output for different years arc converted into 
index numbers with the figures related to 1956-57 
as the base. This enables easy and effective compari¬ 
son and will be used to study the trend in area and 
yields of various crops. 

Classification of the Area 

In Table 1 are given the statistics showing the 
classification of area for each year from 1957 on¬ 
wards. Of the total geographical area of 3,858,000 
hectares, 1,839,000 hectares (47.66 per cent) were 
cultivated during 1957-58. The net cropped area 
increased to 20,98,000 hectares in 1965-66 (54.38 per 
cent, bringing an additional 2,59,000 hectares under 
the plough. The area sown more than once has 
also increased from 3,72,000 hectares in 1957-58 to 
4,52,000 hectare in 1965-66. Thus the total cropped 
area in 1965-66 was 25,50,000 hectares. There is a 
general belief that this increase was brought about by 
the destruction of forests. But it can clearly be seen 

Shri K.S. Karyalar b Head of the Division of Agricultural 
Boooomics, Agriraltitral College and Researdi Institute, 
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from Table 1 that the area under forests gradually 
increased year by year till 1959-60. Afterwards there 
is a slight decrease of 1,000 heclarers in 1960-61 and 
the area under forest was constant till 1962-63. Then 
in 1963-64, there was further decrease by 1,000 hectares 
and in 1964-65 the area was reduced by 3,000 hectares. 
Even then the area under forests was 34,000 hectares 
more than in 1957-58 that is to say that there was 
an increase by 4.3 per cent in the forest area during 
the period under study. This aspect is of much 
importance as the forests play an important role in 
economy of the State. 

Apart from forests, the barren and uncultivablc 
land, cultivable waste, and fallows both current and 
others were brought under cultivation and accounted 
for the increase in the net sown area. From 
Table 1 it can be seen that 83,000 hectares of barren 
and uncultivablc land, 7,200 hectares of cultivable 
waste and 74,000 hectares of current and other fallows 
were, additionally cultivated during the past ten years. 
This has been achieved presumably due to reclamma- 
tion, soil conservation and such other activities spon¬ 
sored largely by the Government and also by the mig¬ 
ration of a large number of Families from the thickly 
populated areas of Travancore-Cochin to the Malabar 
area after the reorganisation of State. Since actual 
figures regarding this are not available no definite 
conclusions can be drawn from this. 

The gross sown area also increased from 22,11,000 
hectares in 1957-58 to 25,50,000 hectares in 1965-66, 
the intensity of cropping being raised from 110.2 per 
cent to 125.1 per cent. This was caused by culti¬ 
vating the land more than once. This can also be 
brought about in different ways viz., by reclamma- 
tion as in Kuttanad area or by provision of irrigation 
facilities. In Table 2 the net area irrigated and the 
percentage of irrigated area to the gross cropped area 
is given. It can be seen that the irrigated area 
increased by 95,272 hectares during the period under 


5 



study. Of these, 86,597 hectares were irrigated by 
Government canals, 2,077 hectares by private canals 
and 13,795 hectares by tanks that were additionally 
provided during the period. Another fact is that the 
area irrigated by other source decreased by 9,195 
hectares during the same period. Even in 1965-66, 
that is after three Five Year Plan periods only 17.26 
percent of the net sown area is provided with irri¬ 
gation. This shows the slow pace in the progress 
of irrigation projects and throws light on the scope of 
bringing more area under double cropping by provid¬ 
ing irrigation facilities. 

Cropping Patiprn 

With the above background, the cropping pattern 
and the production of different crops are studied. 

In Table 3 are given the statistics showing the 
changes in the crop areas and cropping pattern for the 
period of ten years under study. The area under food 
crops increased by 10.6 per cent while the area under 
non-food crops increased by 30.7 percent. The overall 
increase in the gross cropped area is 14.1 per cent. 
This picture reveals the nature of the growth of agri¬ 
culture in Kerala. This broad picture, however, is not 
sufficient to show the changes in the area and produc¬ 
tion of food and non-food crops. The changes in 
Kerala are furnished in Table 4. It can be seen from 
the data that the area under foodgrains showed only 
a slight increase of 3.6 per cent during the period where¬ 
as the area under non-foodgrains increased by 21.8 
piercent. Under foodgrains, the area under paddy 
—the staple food of the people of Kerala increased 
only by 5.1 per cent. This may be due to the natural 
conditions like topography or lack of irrigation facil¬ 
ities. Area under jowar decreased by 37.1 per cent 
while the area under ragi increased by 2.4 per cent. 
Jowar is cultivated only in Palghat district and in the 
regions adjoining Madras State. The area under 
pulses was also reduced by 9.7 per cent. 

Among the food crops, tapioca comes nextto rice 
in importance. Even though the area under the crop 
showed a tendency to rise till 1960-61, it was reduced 
almost to the 1956-57 level in 1964-65. Then 
suddenly the area started to increasing and in 1965-66 
the area was 10 per cent above that of the level in 
1956-57. This is due to the scarcity of rice. The 
poor and intermediate classes depend more on tapioca 
during the period of rice scarcity. The year 1965-66 
was a scarcity period due to the failure of crops on 
account of unexpected drought. So the area under 
tapioca increased suddenly. 

Among the non-food crops, plantation crops have 
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shown a high percentage increase in area. This is 
due to the high market value of the crops and the 
increase in demand for them. Among these, tea alone 
showed a slight decrease in area by 0.7 per cent. 
The area under coffee increased by 62.2 per cent. 
The increase in area under rubber was 81.7 per cent 
which can largely be attributed to the high price of 
rubber, and the encouragement given by the Govern¬ 
ment. Other crops that showed a marked increase 
in area are coconut, cashewnut, tobacco, sugarcane 
pepper and lemon grass all belonging to the category 
of cash crops. Thus, it can be seen that the trend is 
for bringing more land under commercial crops. 
This is mainly due to the natural conditions and the 
profitable nature of commercial crops. The ratio of 
area under foodcrops to the total cropped area was 
reduced by 3 per cent during the period under 
study and this shift from food crops to non-food 
crops is a noteworthy phenomenon. The increase in 
area under non-food crops is largely accounted for 
by the increase in area under rubber. These tacts are 
particularly significant at present because the food 
situation in the State is deteriorating day by day and 
the price of rubber is also falling. Anyway it is time 
to think whether any change in the commercially 
oriented cropping pattern is necessary or is feasible 
under the existing conditions of Kerala. 

Production of Major Crops 

Now the behaviour of the production of major 
crops also can be examined to find out whether this 
also showed the same tendency as that of the acreage. 
In Table 5, the index numbers of the production of 
important crops for the ten years are given with the 
base 1956-57. In Table 6, the average yields of major 
crops are given. Here also the overall production 
increased by 19.3 per cent. The increase in the pro¬ 
duction of foodgrains was 12.4 per cent while tapioca 
increased by 113.6 per cent. This is of considerable 
significance since tapioca is considered as the poor 
man’s food in Kerlaa. Though the increase in area 
was only 10 per cent, production increased by 113.6 
per cent there by showing that improved varieties 
and techniques are employed in the cultivation of 
this crop. In the case of paddy, the increase in prod¬ 
uction was 12.6 while the increase in area is only 
5.1 per cent. 

Except jowar, pulses, sesamum, cotton, pepper and 
turmeric the production of all the other crops was on 
the increase during this period. While the area under 
jowar decreased by 37.1 per cent its production 
decreased by 49.9, percent The area under pulses was 
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reduced by 9.7 per cent and its production by 9.5 
percent, thereby showing that the average yield of 
Jowar remained considerably constant during this 
period. 

The production of cotton decreased by 63.3 per cent 
though the fall in area was only 21.2 percent. This 
was due to destruction by pests and diseases to an 
uncontrollable extent which reduced the average yield 
of cotton. 

Another interesting fact relates to the production 
of pepper. Though the area increased by 14.5 per cent 
production fell by 20.4 percent. This is a serious 
matter and requires urgent attention since the average 
yield was also reduced from 314 kg. per hectare in 
1956-57 to 218 kg per hectare in 1965-66. 

In the case of coconut, though the area increased 
by 19.7 percent production increased only by 4.8 
per cent. It may be due to the fact that most of the 
newly planted trees have not reached the yielding stage. 
The average yield was reduced from 5,919 nuts per 
hectare in 1956-57 to 5,616 nuts per hectare in 1965-66. 

The increase in the production of plantation crops 
is most significant. The overall increase was 50.1 
per cent. The production of tea increased by 21.1 
per cent in spite of the slight fall in acreage. Coffee 
production increased by 47.1 per cent while the pro¬ 
duction of rubber increased by 116.8 pr cent 


From the analysis of production also it can be seen 
that the cash crops were ahead of the food crops. 
Hence the main features of the agricultural sector 
brought to light by the above analysis considering 
the rising growth of population are the following. 

Conclusions 

The proportion of net sown area to the total 
geographical area is much higher in Kerala than in the 
rest of India. The average size of land holdings is 
much lower in the State. 

A chronic food deficit is another important feature 
of the agricultural sector, the gap between food prod- ’ 
uction and the requirements working out to over 
60 per cent. This is the result of the cropping pattern 
which is commercially oriented. Another effect 
of this cropping pattern is the acute unemployment 
and underemployment. The perennial crops which 
take up nearly 50 per cent of the cultivated area are 
not as labour intensive as the food crops. But this is 
compensated for to some extent by the higher value 
yield of the perennial crops per cultivated area. Also 
these are the crops which earn a considerable amount 
of foreign exchange to the country. 

On the whole, the yield rates and land productivity 
are generally high and compare favourably with those 


Table 1 

CLASSIFICATION OF AREA 
{Am in *000 hectares) 


No. 

Classification 

1957-58 

1958-59 

1969-60 

1960-61 1961-62 

1962-63 

1963-64 

1964-65 

1965-66 

1. 

Total geographical area 

3858 

3858 

3858 

3858 

3858 

3858 

3858 

3858 

3858 

2. 

Forests 

1018 

1048 

1057 

1056 

1056 

1056 

1055 

1052 

1052 

3. 

Land put to non agricultural use 

201 

199 

202 

205 

209 

214 

218 

222 

222 

4. 

Barren and uncultivable land 

199 

168 

156 

151 

146 

121 

117 

116 

116 

5. 

Pennanent pastures and other 
grazing land 

48 

45 

46 

45 

45 

35 

34 

34 

34 

6. 

Land under miscellaneous tree 
crops 

219 

200 

204 

204 

202 

209 

207 

209 

209 

7. 

Cultivable waste 

191 

189 

149 

144 

141 

127 

125 

119 

119 

8. 

Fallow other than curroit 
fallows 

83 

81 

70 

62 

61 

43 

42 

34 

34 

9. 

Current fallows 

60 

72 

70 

67 

66 

44 

38 

35 

35 

10. 

Net area sown 

1839 

1856 

1994 

1924 

1932 

2009 

2022 

2037 

2037* 

11. 

Total cre^ped area 

2211 

2241 

2306 

2349 

2341 

2447 

2462 

2489 

2489 

12. 

Area sown mote than mice 

372 

385 

402 

425 

409 

438 

440 

452 

452* 


*1964-65 figures are repeated for 1965-66 
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in other States. The high level of production in the 
agricultural sector in the State is due to the superior 
cropping pattern as well as to the enlightened peasantry 
which is accustomed to using relatively advanced 
agricultural practices. 

The limited scope for extension of cultivable area 
in Kerala and the need for assessing the relative em¬ 
phasis to be placed on the development of different 
crops presents a number of competing aims and ob¬ 
jectives in agricultural development. Whether the 


wiping out of the food deficit or the development of 
cash crops should get the first priority and in case of 
possible extension in cultivable area, Which crop 
should get the first priority are some of the problems. 
This aspect should be decided in relation to the role 
of agricultural development in the national economy 
as a whole. A broad and coordinated view of all the 
aspects should be taken and on that basis a system 
of crop priorities should be derived for the economy 
of Kerala. 


1 ABLE 2 

NET AREA IRRIGATED 
{Area in hectares) 


Source 

1956-57 

1957-58 

1953-59 

1953-63 

1953-51 

1951-62 

1952-63 

19i>3-64 

1964-65 

1. Government canals 

75733 

81840 

97452 

113931 

133049 

140418 

147929 

155917 

162330 

2. Private canals 

5738 

5738 

5738 

5738 

5738 

5738 

5738 

5738 

7815 

3. Tanks 

41925 

42282 

43589 

45471 

46952 

48251 

49572 

51537 

5.5720 

4. Wells 

2032 

2032 

2032 

2032 

2032 

2032 

2032 

2032 

4030 

5. Other Sources 

130940 

130940 

130940 

130940 

130940 

130940 

130940 

132009 

121745 

6. Total 

256368 

262832 

279751 

298112 

31870 

327379 

336271 

347233 

351640 

7. Percentage of net are irrigated 
to net area sown 

14.18 

14.29 

15.07 

15.65 

16.57 

16.95 

16.73 

17.17 

17.26 


Table 3 

AREA itNDER FOOD AND NON-FOOD CROPS 
iArea In ’000 hectares: Index Number with 1956-57 as base) 


Crops sown area 



1959- 60 

1960- 61 

1961- 62 

1962- 63 

1963- 64 

1964- 65 
196S.66 


Food crops 
Area Index 


481.14 
487.10 
501.00 
1542.38 
1565.06 
153 -.53 
1601.84 
1604.49 
1608.94 
1638.52 


Non-food crops 
Area Index 



761.61 

783.80 

801.87 

844.78 

857.09 

880.51 

911.49 


Total 

Area Index 


2718.19 


.8 

221 

.1 

22 - 



2305.09 

2.’48.86 

2341.20 

2446.62 

2461.58 

2489,45 

2550.01 
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Table 4 

INDEX NUMBER OF AREA UNDER CROPS 
(Base 1956-57=>100) 


Name of Group 

1956-57 

1957-58 

1958-59 

1959-60 

1960-61 

1961-62 

1962-63 

1963-64 

1964-65 

1965-66 

All Crops 

100.0 

101.9 

103.4 

106.4 

108.6 

107.9 

110.0 

110.1 

111.2 

114.1 

A. Foodgrains 

100.0 

98.7 

98.8 

99.7 

100.9 

97.6 

103.7 

104.0 

103.5 

103.6 

1. Cereals 

100.0 

99.0 

99.7 

100.7 

102.0 

98.5 

105.0 

105.3 

104.8 

104.9 

Paddy 

100.0 

99.0 

99.7 

100.7 

102.0 

98.6 

105.1 

105.4 

104.9 

105.1 

Jowar 

100.0 

82.9 

78.0 

75.0 

75.0 

72,3 

72.3 

71.8 

67.3 

62.9 - 

Ragi 

100.0 

100.9 

101.9 

107.8 

111.9 

104.5 

104.7 

104.8 

104.2 

102.4 

2. Pulses 

100.0 

93.9 

92.4 

91.8 

91.0 

90.7 

91.6 

91.2 

90.8 

90.3 

B. Non-foodgrain 

100.0 

104.3 

106.9 

111.5 

114.4 

115.6 

114.0 

114.6 

116.9 

121.8 

1. Oilseeds 

100.0 

101.8 

104.3 

108.3 

108.9 

109.7 

109.9 

110.6 

113.0 

118.2 

Coconut 

100.0 

100.7 

103.4 

107.1 

108.9 

109.8 

110.0 

111.2 

114.1 

119.7 

Groundnut 

110.0 

102.4 

107.4 

96.7 

119.9 

119.6 

119.9 

108.5 

108.6 

113.7 

Sesamum 

100.0 

102.8 

99.2 

88.9 

61.0 

60.3 

60.1 

60.5 

60.6 

.3 

Lemongrass 

lOO.O 

128.1 

129.6 

170.8 

154.9 

154.9 

154.9 

151.5 

144.8 

144.8 

\ 

2. Fibres (cotton) 

100.0 

95.7 

87.5 

92.2 

108.1 

105,5 

85.1 

87.7 

95.8 

78.8 

3. Plantation crops 

100.0 

114.1 

119.5 

119.9 

129,7 

138.5 

143.1 

147.2 

152.1 

155.4 

Tea 

100.0 

100.8 

95.0 

95.0 

95.0 

94.5 

97.3 

96.9 

99.3 

99.3 

Coffee 

100.0 

111.4 

111.4 

115.5 

115.5 

129.2 

131.8 

137.6 

149.4 

162.2 

Rubber 

100.0 

121.4 

133.1 

133.1 

149.3 

161.7 

167.6 

173.6 

178.5 

181.7 

4. Miscellaneous crops 

100.0 

104.3 

106.5 

113.2 

116.4 

115.9 

112.3 

110.1 

111.5 

117.1 

Sugarcane 

100.0 

112.6 

113.6 

114.9 

118.0 

119.0 

120.4 

122.3 

122.7 

118.7 

Pepper 

100.0 

104.5 

104.2 

105.2 

114.7 

114.8 

114.1 

114.2 

114.4 

114.5 

Cardamon 

100.0 

100.1 

100.1 

100.3 

100.6 

100.6 

100.6 

100.6 

100.6 

100.6 

Ginger 

100.0 

91.5 

88.0 

109.1 

118.4 

118.8 

119.0 

117.9 

118.0 

116.7 

Turmeric 

100.0 

130.6 

91.7 

99.1 

99.8 

103.6 

103.3 

98.7 

98.7 

95.4 

Arecanut 

100.0 

100.2 

101.0 

107.1 

109,3 

114.3 

116.4 

119.3 

125.1 

135.6 

Banana 

100.0 

105.9 

101.8 

102.8 

102.2 

100.9 

109.7 

105.0 

103.4 

108.4 

Cashewnut 

100.0 

117.8 

123.6 

140.2 

145,2 

147.1 

140.6 

141.0 

147.2 

149.6 

Tobacco 

100.0 

105.1 

106.3 

125.2 

149.2 

141.3 

141.3 

141.4 

141.4 

141.4 

Tapioca 

100.0 

102.6 

107.3 

115.4 

116.1 

113.4 

106.2 

100.6 

100.3 

110.0 
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Tabu S 

INDEX NUMBER OF AGRICULTURAL PRODUCTION 
(Base 1'>56-57=.100) 


Name of crops 

1936-57 

1957-58 

1958-59 

1959-60 

1960-61 

1961-62 

1962-63 

1963-64 

1964-65 

1965-66 

Alt crops 

100.0 

102.2 

104.0 

109.3 

112.1 

110.4 

114.7 

116.8 

120.0 

119.3 

1, Foodgrains 

100.0 

104.2 

107.5 

116.7 

119.8 

112.9 

122.8 

126.0 

125.8 

112.0 

1, Cereals 

100.0 

104.3 

107.6 

116.9 

120.1 

113.1 

123.1 

126.9 

126.1 

112.3 

Paddy 

100.0 

104.3 

107.6 

117.0 

120.2 

113.1 

123.2 

177.1 

126.3 

112,4 

Jowar 

100.0 

84.2 

75.4 

72.6 

72.7 

70.4 

70.4 

67.5 

63.4 

51.1 

Ragi 

100.0 

106.1 

107.9 

103.1 

117.6 

112.0 

119.9 

110.9 

109.6 

104.1 

Pulses 

100.0 

95.3 

94.6 

93.7 

93.9 

91.8 

92.4 

91.7 

91.7 

90.5 

3. Noti'foodgrains. 

100.0 

101.4 

102.5 

106.3 

108.9 

109.3 

111.4 

112.8 

117.6 

122.3 

Oils Seeds 

100.0 

100.0 

102.1 

105.4 

102.3 

103.2 

104.7 

104.2 

104.7 

105.5 

Coconut 

100.0 

100.3 

101.8 

105.5 

102.5 

103.4 

105.2 

10.3.3 

104.3 

104.8 

Groundnut 

100.0 

101.1 

90.1 

67.6 

86.8 

86.5 

85.1 

130.6 

137.3 

158.6 

Sesamum 

100.0 

70.2 

100.0 

81.2 

40.1 

40.0 

40.0 

40.3 

37.2 

36.7 

Lentongrass oil 

100.0 

105.0 

132.1 

166.3 

168.4 

169.8 

160.6 

161.6 

157.7 

157.7 

2. Fibres (Cotton) 

100.0 

96.3 

78.6 

82.3 

106.1 

103.0 

75.3 

80.3 

98.5 

69.3 

3. Plantation crops 

100.0 

101.0 

101.9 

102.2 

112.3 

112.6 

119.4 

129.5 

141.1 

150.1 

Tea 

100.0 

100.0 

100.0 

100.0 

116.3 

109.5 

111.6 

112.1 

121.1 

121.1 

Coffee 

100.0 

107.4 

107.4 

110.3 

110.3 

123.2 

126.3 

127.6 

144.2 

147.7 

Rubber 

100.0 

100.8 

103.9 

103.9 

106.4 

116.3 

134.1 

156.0 

185.0 

216.8 

4. Miscellaneous crops 

100.0 

103.3 

103.7 

110.3 

114.6 

114.8 

116.2 

113.4 

119.2 

126.5 

Sugarcane 

100.0 

98.8 

90.3 

101.5 

106.4 

105.3 

116.5 

123.1 

123.0 

114.4 

Pepper 

100.0 

87.1 

93.4 

92.8 

99.2 

99.0 

89.8 

82.3 

81.6 

79.6 

Cardamom 

100.0 

100.0 

103.0 

103.0 

100.2 

100.2 

100.2 

100.2 

100.4 

100.4 

Ginger 

100.0 

86.0 

71.6 

91.8 

103.6 

104.5 

105.1 

103.8 

104.1 

102.9 

Turmeric 

100.0 

130.6 

91.6 

98.9 

99.7 

103.4 

102.9 

93.3 

93.2 

89.8 

Arecanut 

100.0 

102.1 

102.7 

109.0 

116.9 

122.2 

125.5 

128.6 

135.0 

146.1 

Banana 

100.0 

105.9 

101.8 

102.8 

102.2 

88.4 

120.8 

117.5 

122.4 

121.3 

Cashewnut 

100.0 

117.8 

123.6 

139.2 

144.2 

146.2 

156.8 

157.3 

164.4 

167.0 

Tobacco 

100.0 

104.6 

106.3 

129.1 

150.4 

139.0 

137.3 

137.4 

137.4 

136.0 

Tapioca 

100.0 

102.6 

107.3 

115.7 

116.4 

113.7 

106.5 

174.2 

190.7 

213.6 


Tabu 6 

AVERAGE YIELD OF IMPORTANT CROPS 

(Kg/heetares) 

No. 

Item 

,1956-57 

1957-58 

1938-59 

1939-60 

1960-61 

1961-62 

1962-63 

1963-64 

1964-65 

1965-66 

1 . 

Rice 

1164 

1207 

1242 

1350 

1421 

1462 

1362 

1401 

1401 

1243 

2. 

Jowar 

449 

437 

431 

435 

436 

437 

437 

418 

422 

364 

3. 

Tapioca 

6949 

7061 

6949 

6949 

6949 

6949 

6949 

12022 

13198 

13478 

4. 

Pepper 

314 

291 

281 

276 

271 

270 

247 

225 

223 

218 

5. 

Cotton 

196 

196 

176 

175 

192 

192 

174 

179 

192 

174 

6. 

Rubber 

219 

219 

205 

205 

187 

187 

211 

236 

275 

314 

7, 

Tea 

871 

870 

1073 

1073 

1073 

1017 

1006 

1068 

1069 

1069 

8. 

Coffee 

434 

434 

436 

442 

442 

440 

443 

428 

446 

418 
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Industrial Recession—Causes and Cures 

Dukh Haran Nath Gurtoo 


Factors Affecting Particular Industries 

Government’s import licensing policy has been 
held responsible in some cases for engendering reces¬ 
sion in some newly established industries by permitting 
import of goods which were already being produced 
domestically, but which had not yet established reputa¬ 
tion for quality to withstand competition from 
imported goods. 

Licensing policy, based on overoptimistic antici¬ 
pation of demand, has permitted in some cases, like 
paper and glass, the establishment of productive 
capacity in excess of de facto demand. 

The following Steps have been taken or announced 
by the Governntent to fight recession: 

1. Increased orders b> the Railways have been 
placed with the wagon industry in order to 
dispel the psychology of depression. 

2. Government has been trying through foreign 
embassies to obtain export orders abroad e.g. 
orders for wagons from Korea. 

3 The Reserve Bank has liberalised the credit 
facilities for hire purchase or deferred payment 
in respect of trucks and commercial vehicles, 
and machinery and equipment required for ag¬ 
riculture, dairying and fisheries. 

4. Efforts are being made to work out a prog¬ 
ramme for modernisation and expansion of 
the sugar and textile industries so as to place 
orders for the supply of sugar and textile 
machinery to indigenobs manufacturers. 

Remedial Measures to Fight Recession 

The remedies proposed here follow from the pre¬ 
ceding analysis of the causes of the recession. They 
are : 

(a) For the uncertainty created by the threatening 

Dr. Dukh Haran Nath Gurtu is Professor and Head of 
Economics Department, Biria Institute of Technology 
and Sdienoe, Pilaoi. 

April j, me 


postures of China and Pakistan, which appears to 
have kept our capital market in malaise ever since 
June 1962, and which is tying a large slice of our 
scarce resources to unproductive defence expenditure 
the only solution is for our top leaders to meet the top 
leaders of these countries with a veiw to settle the 
outstanding difierences in the Tashkent spirit of give 
and take. Both in the long-term interest of the nation 
and in the larger interests of human welfare, such 
moves would be rewarding. 

(b) For the jolts to our industry created by re¬ 
current, raw materials’ shortages due to droughts, 
the remedy lies in a continuing all out effort to push 
the scientific and technological revolution throughout 
our agriculture. This movement, including partic¬ 
ularly the construction of both small and large irri¬ 
gation projects (i e. wells as well as dams), should not 
be neglected in years of good rainfall and bountiful 
harvests, but must be pushed with full vigour at such 
times so as to reduce our dependence on the vagaries 
of rainfall. 

This will help to check recurrent reccssicns 
(due to raw material shortages) in agro-based indus¬ 
tries like cotton, sugar and jute, and will tend to pre¬ 
vent recurrence of fall in demand for industrial prod¬ 
ucts from the agricultural population because of 
periodical fall in agricultural real incomes (i.e. real 
output). 

(c) In order to restore a healthy realignment of 
industrial costs and prices, the Government should 
drastically cut down corporate taxes atleast temporari ¬ 
ly ; and when recovery is well on the way, it may partial¬ 
ly restore some of the tax cuts to levels deemed 
reasonable under the prevailing levels of prices and 
costs. The contra-cyclical variability of taxes is a 
widely practised device to insure stability in indus 
trially advanced countries like the U.S.A. and West 
Germany; but its techniques have yet to be mastered 
by the Finance Ministry in our country with its 
widening industrial sector. 

(d) Likewise the functions of a contra-cyclical 

IS 



monetary and credit policy have to be properly under¬ 
stood and its art mastered. In the light of the indus¬ 
trial recession, the credit relaxation and the lowering 
of interest rates on borrowing should cease to be selec¬ 
tive, and be generalised until the industrial economy 
has fully recovered. A general lowering of the bank 
rate is likely to lead to recovery in prices of variable 
dividend securities and restore some confidence to the 
capital market. 

In order to be able to operate the aforesaid contra- 
cyclical policy measures successfully, better statistical 
data should be collected more promptly and published 
by the Government. 

(e) Road building and other public works prog¬ 
rammes of the Government should be properly 
planned in all aspects, and expenditures on them 
speeded up to create additional employment and pro¬ 
vide a better infrastructure for the development of 
modern industry. 

The magnitude of these expenditures can be 


increased as a temporary contra-cyclical measure 
within limits of available real resources 

The recession also presents a special challenge to 
our industrialists. At a time when demand for indus¬ 
trial products falls because of falling real income and 
purchasing power, the industrialists have to explore 
methods of producing large volume of goods at lower 
costs and prices and should try to earn larger profits 
by earning small margin on greater sales, instead of 
trying to cut down production and raise their unit 
cost of production. It calls for greater efforts to 
improvise better methods of production so as to 
reduce costs, increase productivity, improve quality 
of product, better adherence to dates of delivery of 
goods, better forecasting of changing consumer pre¬ 
ferences and market demand, and quicker adjust¬ 
ments to the changing conditions. It calls forth 
for both the public and the press not to spread over- 
pressimism, nor to fall in the opposite trap of overopti¬ 
mism leading to complacency and inaction. 


Table 2 


INDEX NUMBERS OF INDUSTRIAL PRODUCTION 
Base 1956= 100 


Year 

Coal 

Cotton 

Textile 

(Weavii^) 

Cotton 

Textile 

(Spinnif^) 

Jute Manu~ 
facturers 

Paper & 
Paper Pro¬ 
ducts 

Iron & Steel 

Railway 

Wagon 

General 

Index 

Production 

1955 

96.9 

95.0 

95.8 

93.5 

95.9 

96.2 

95.4 

92.3 

1956 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

1957 

110.3 

99.5 

104.2 

94.7 

109.5 

98.8 

105.8 

104-1 

1958 

115.0 

96.1 

100.9 

97.3 

127.3 

104.8 

84.4 

108.1 

1959 

119.3 

99.4 

105.5 

98.3 

145.4 

140.1 

62.7 

116.9 

1960 

131.3 

99.9 

111.3 

99.3 

174.4 

192.1 

46.6 

130.1 

1961 

140.0 

104.3 

119.6 

89.6 

181.9 

223.9 

65.7 

141.0 

1962 

153.6 

104.6 

122.0 

110.4 

190.9 

268.7 

105.9 

152.6 

1963 

167.0 

111.8 

125.5 

117.2 

226.8 

310.3 

119.8 

165.8 

1964 

159.7 

118.6 

135.5 

120.9 

237.8 

307,6 

147.5 

177.6 

1965 

173.4 

118.3 

136.2 

125.7 

225.4 

317.8 

156.5 

186.9 

1966 

176.0 

114.6 

133.8 

105.3 

281.7 

340.8 

104.2 

192.6 

1966 April 

178.0 

114.9 

134.7 

107.0 

269.6 

324.1 

96.2 

192.1 

November 

175.3 

116.9 

131.8 

112.0 

288.9 

340.1 

95.1 

195.0 

December 

187.6 

117.1 

134.3 

120.1 

295.9 

366.5 

118.6 

199.1 

January 

181.6 

106.9 

126.4 

107.4 

276.8 

367.1 

100.1 

197.1 

February 

177J 

98.7 

113.9 

109.2 

245,0 

323.5 

63.2 

189.7 

March 

192.9 

112.7 

130.9 

120.3 

289.9 

354.2 

86.4 

196.8 

April 

183.5 

105.4 

127.4 

110.5 

281.0 

328.3 

762 

186.1 


Source: RJB.I. Bulklln (Monthly) Aug. 1967, Table No. 26, page 1155. 
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Taui 3 

MONTHLY INDICATORS OF ECONOMY 



Dee. 

Jan. 

Feb. 

March 

April 

May 

Jane 

July 

Aagst 

Seft. 

Oct. 

Atow, 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Index of Industrial Production 
1956°>>100 starting December 1964, 
production (unadjusted) 

191.1 

188.5 


191.9 

180.4 

180.9 

184.1 

190.3 

184.6 

181.7 

175.3 

184.5 

Seasonally adjust^ 

183.7 

185.9 

N.A. 

189.8 

182.7 

183.0 

189.0 

186.0 

182.0 

180.7 

177.0 

188.4 

Starting December 1965 (unadjusted) 

193.6 

183.6 

186.3 

188.6 

190.7 

183.8 

188.3 

191.4 

192.6 

191.7 

187.5 

190.3 

Seasonally adjusted 

186.1 

181.0 

191.1 

186.5 

193.2 

185.9 

193.4 

187.4 

189.9 

190.6 

189J 

194.4 

Starting December 1966 (unadjusted) 

206.6 

199.8 

184.5 

206.4 

183.7 

— 

— 

— 

— 

— 

_ 


Seasonally adjusted 

198.6 

197.1 

189.3 

204.2 

186.1 

194.2 

197.2 

— 

— 

— 

— 


No, of Applkants Placed In 
Employment 

Sta^ng December 1964 

49.0 

46.0 

44.0 

45.0 

43.0 

47.0 

48.0 

49.0 

48.0 

49.0 

47.0 

52.0 

Starting December 1965 

54.0 

43.0 

45.0 

46.0 

38.0 

40.0 

39.0 

41.0 

44.0 

45.0 

42.0 

40.0 

Starting December 1966 

46.0 

37.0 

31.0 

37.0 

34.0 

38.0 

38.0 

— 

— 

— 

— 


Index of Wholesale Prices 1952- 
53-100 

All Commodities, Starting December 
1964. 

158.2 

159.6 

155.4 

151.5 

153.9 

156.2 

158.3 

1^.8 

166.8 

166.0 

165.6 

169.5 

Starting December 1965 

169.6 

169.7 

169.5 

172.4 

176.3 

181.3 

186.0 

189.0 

191.7 

187.5 

189.5 

190.7 

Starting December 1966. 

193.5 

197.5 

203.0 

203.4 

204.3 

208.3 

214.1 

220.4 

— 

— 

— 


Food articles prices ; 

Starting December 1964. 

166.0 

167.8 

160.6 

154.4 

156.3 

158.7 

161.3 

168.9 

174.7 

172.0 

170.2 

174.5 

Starting December 1965. 

173.2 

172.3 

171.2 

173.2 

178.5 

185.6 

191.^ 

195.2 

199.3 

195.9 

199.4 

201.2 

Starting December 1966. 

204.1 

208.4 

216.6 

218.3 

221.5 

228.3 

240.6 

254.3 

— 

— 

— 

— 

Wholesale Prices Index All 
(Seasonally adjusted) ^1967. 








217.1* 

214.6* 

— 



Source: Btllelin, August 1967, * Economic Times, October 6, : 

& 

1967. 
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AWEBOF 
PROGRESS 

Finaly wovwit mparbly dtstoneif, 
teautiful fabrics from Bombay Oyslitf 
call at many ports across ths world. 
With an Mport flgurs of ovsr 
Rs. 5 crorss, Bombay Oyelno today M 
India’s laroest slnois exporter of cottoN 
fabrics. In the textile Industry in India 
for over U years, Bombay Dyeing 
today houses one of the largest 
spinning and weaving mills under 
one roof In the world—installed with 
fully automatic looms, employinq the 
latest techniques... putting the Indian 
textile industry on the map of the world. 

BOMBAY 

DYEING 




A^ti, ioes 


IS 







EXTRA TRACTION FOR EXTRA TOUGH JOBS 

4-Whecl Driv« gives twice the traction—twice the grip—puiis through 
terjitory that would hopaiossiy staii ordinary vehicles—with the flick of a 
lever convert*; in'o a conventional 2-Wheel drive vehicle—turns In an area 
just It Limes its own lengtli. 

ECONOMY handling oaso, manoeuvrability and trouble-free operation 
are outsranciing FC-150 characteristics. 

UNUSUAL peiformanco is, of course, built into lts4Cyiinder high torque 
75 BHP "Hurticane"—(he engine with unmatched stamina. 

SAFETY is built into tho totally enclosed all-steel cab standard on all 
FC-150 trucks. The Cab features electrically operated dual windshield wiper 
—WINDING safety glass windows on Cab-doors—COMFORTABLE seats 
for driver and co-passenger. 

PANORAMIC Windshield lets you see the road as close at sU feet 
away from the bumper. 

NOW AVAILABLE WITH •TXOmIS Tyre High Wtf Tm or Mod « Saew • Ntwy Du(r Sfuhgt 




use GENUINE PARTS 


fACrORY INSPECTED 


i fACrOAY AffROVED 


ftelotf Built All 5M PIch-up Bom 


Manufacturtd by 

MAHINDRA AND MAHINDRA LIMITED ^ 

BOMBAY ^ ^ 


Auihorted Dealm 


AUTOMOTIVE manufacturers PVT. LTD-.Bacundetabad • BHOPAL MOTORS PVT. l.TD...Iihoqat O^CAMA MOTOM W. ITX 
Ahnwdabad • CENTRAL AUTOMOBILES. Raipur • DAOAJEE DHACKJEEft CO. PVT. LTD., Bombay • GA^PATI OARAOI^ 1^ 
Vijavawida • GHAT AGE & PATIL. Kolhapur • HIRAKUD MOTORS. Sambatmir • INDIA OARAGE. Bangalore • INDIA OAMG& 
Madras • lADWET TRADING CO., Andaman A Nicobar Islands • JAMMU ft KASHMIR MOTOR CORTOIWTION, Jammu T»wl# 
KAILASH MOTORS. Aurangabad • LAWLY SEN ft CO, Patna • METRO MOTORS (KATHIAWAR) PVT^LTD, Rs^ft HARAW 
AUTOMOBILES, Lucknow • NARBHERAM A CO. PVT. LTD.. Jamshedpur (Singhbhum) • PATNAm ft CO. P^ LTD^^ O gMck f 
PROVINCIAL AUTOMOBILE CO.. Nagpur • SANGHI BROS (iNOOBE) PVT. LTD, Indore City • SANOHl MOTORSj b^IWhl# 
SILVER JUBILEE MOTORS PVT. LtD, Poona • TENZING ft TENaNO. Sikkim aT-V. SUNpRAM lYjH^tSAR ft K)NS {.TO, 
Mtdumi. Branchei it: Coimbatort* ^dukkoui. Silenia Tiruchl^pilH, Tinifiitvdi tnd Trivandrum # TRANS1H)RTATI0N Nff AL LTO.* 


NmI • UNITED MOTORS OP RAJASTHAN. Jaipur • VISHNOO V. KAMAX lARCAR. PSnjimCiae • WAU’ORO TRANSKNIT LTD- 
OsbtiiB. BnuKhai at: SilisurL Dibrusuh.OaiihetL'Tripuni ud klaaipe*. 
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Mauritius 

M.R. Dua 


Known as the “Pearl of Indian Ocean”, “a little 
India beyond seas,” “star and key of Indian Ocean”, 
Mauritius, a tiny palm-fringed island, attained long- 
cherished independent nationhood on March 
12, 1968. This beautiful island is of special interest 
to India because nearly 68 per cent population is of 
Indian origin, independence comes to this lovely 
island after over 158 years of ‘he British rule. 

E.\RLy History 

Mauritius is a wonderful countjw; and so arc its 
people, itsplaccs'and its climate. It is believed that 
when the Arabs seized it in the tenth century A.D., 
they named it “Dina Arobi”. The island was known 
as the silver inland or the country where rupee was 
found in abundance. The belief is current even till 
today thtit Maritius is a country where wealth can 
be had for the asking. Later the Portuguese who 
came here in large numbers acquired tine island in 
1598. The Dutch who obtained the control of the 
island in 1638 named it in the honour of their ruler. 
Prince Maurice of Nassau. 

The island fell in the hands of the French in 1715 
and was renamed as lie de France. Finally Britain 
got the island in 1814 after the Napoleonic 
wars, and restored its original name of Mauritius. 
Although the island has been the scene of many bloody 
battles, the U.K. continued to hold power in the 
country till independence was finally granted. 

Cultural Paradox 

This delightful island of 720 square miles with over 
7,50,000, people humming with tourists round the 
year, is about 1,500 miles cast of the African coast 
and at almost the same distance South-west of Cochin. 
Tom with the communal strife, the country presents a 
strange mixture of various ethnic groups. There 
are the Hindus from various parts of India alongside 
the Muslims, the French, the British, the Creoles, the 
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Chinese and the South Africans. Tucked half-way 
around the world in the azure waters of the Indian 
Ocean on the route to South Africa and Australia, 
the Mauritians are a surprisingly wcll-infcimcd 
people, well conversant wilh at least three languages—- 
English, French and Creole, a local dialect, ^hen 
Mahatma Gandhi was returning to India frero Scuth 
Africa in 1901, he visited the island for a bricl peried. 
He then admired its people, a people with “thrift, 
industry, resourcefulness and inUiral unity.” 

But strange as it may seem, the country presents 
a paradox. Though the British captured it as Icng 
ago as 1814, it remains implacably French. Ihe 
only thing British that strikes a visitor at once is the 
coffee and the plumbing. Although a vast majority 
speak French, English is the cfiiciul language. 
Moacover, Creole—a dialect—is also well understced, 
and France rather than England provides the cultural 
affinity. English and French measuies ate used 
simultaneously confusing things for the pecplc; cloth 
is sold by metres, distance measured by miles, 
petrol sells by the gallon whereas wine by the litre. 
Similarly, the population though 75 per cent are of 
the Indian origin, presents a curious mixture of races. 
There are numerous cases of the father being 
Indian and the mother a Creoli, Englishmen with 
French wives, Muslims with Hindu relations and 
many other curious permutations and combinations 
of local groups. 

Among the population, the Hindus are in majo¬ 
rity (3,94,000), followed by the Muslims (l,26,tC0), 
Chinese (45,000) and the rest Creole (African Neg¬ 
roes), Europeans and others. The Indians started 
migrating in to Mauritius in 1838 to work in the sugar¬ 
cane fields and factories as wage labourers. The 
island is one of the most densely populated in 
the world, the density being higher than in Peurto Rica, 

Economic Rrsources and Population Pressure 

Mauritius has one great disadvantage; it is a 
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country with one crop economy. The main income 
of the country is derived from sugar production which 
forms 97 per cent of its exports. Out of total culti¬ 
vable area of 2,27,000 acres, sugarcane accounts for 
216,000 acres and tea for 7,100 acres. The rest of 
the agricultural crops include tobacco and maize 
With its rapid increase in population, the country is 
in for difficult times in the near future. A study 
conducted by the American Population Reference 
Bureau some six years ago, revealed that with high 
birth rate and better health conditions, there has 
been a 50 per cent increase in population in 15 years. 
And if the trend continues, the present population 
Will have increased by more than 2,000,000 by the 
end of the present century. Already overpopulated 
in terms of its pcrdominantly agricultural resources, 
Mauritius with a land area half that of the Long 
Island, would be reduced to indescribable misery by 
a population four times its size. Although British 
economic aid of about £ 12 million is assured, the 
country’s economy is bound to face a tremendous 
setback in the first few years of its independence. 1 he 
I960 and 1965 cyclones hit the country very hard and 
in spite of the £ 26 million aid, things have not 
moved smoothly. With 15 per cent of its population 
unemployed, the only alternative for the country is to 
exploit the possibilities of secondary industries manu¬ 
facturing such products as fertilisers, soap and auto¬ 
mobile spare parts. The Prime Minister, Sir Scew- 
oosagur Ramgoolam who was in India in De¬ 
cember last year, is believed to have urged the 
Government of India to set up joint ventures. Indeed 
India can do a great deal to assist Mauritius's economy. 
Sir Scewoosagur expressed the hope that India 
would come forward to help Mauritius build up a 
broad agricultural base by providing experts and 
technical assistance. Besides, he was of the opin¬ 
ion that India bad a special responsibility to that 
country. It olTcred a good scope for launching new 
ventures like footwear, textiles, wood industries etc., 
all labour-intensive ventures. 

So far, the country’s economy has been dependent 
on sugar. There are about 80 sugar mills and 81 
per cent of sugar is exported to the U.K. alone. In 
1966, sugar output totalled 561,760 tons and it is 


doubted whether it would ever hit the figure of 
800,000 tons, because there is not enough land to spare 
for sugarcane cultivation. Dr. Seewoosagur Ram¬ 
goolam whose Party, the Hindu majority Indepen 
dcnce Party, is leading the country to freedom 
is fully alive to these hurdles. There is a silver lining 
in the fact that the Prime Minister has said. 'T will 
work with anybody who wants to invest in Mauritius” 
This is hoped it will encourage foreign investment in 
the country. The hotel industry has a vast scope in 
the country as the island is a tourist’s paradise. The 
beautiful lovely feathery pines, called casuarina trees, 
dot the Mauritian landscape and present a bewitch¬ 
ing spectacle. It is sure to attract foreign capital 
in the various ventures that may be taken up with 
foreign collaboration. 

Closer Links with Indu icr Mutual Bemfit 

There is a fear that after independec some 
communal groups might turn against the ruling 
party. It will, therefore, be an uphill task for Prime 
Minister Ramgoolam to cement the rival groups in 
such a manner as to ensure harmony so that there 
arc no riots as have ben witnc.».scd recently. The French 
who form the wealthy group, arc sceptical about their 
prolonged stay, but the Indians accommedating as 
they are, are bound to make an easy go. The Chinese 
in Mauritius are mainly engaged in retail trade and their 
influence is increasing because they are economically 
strong. Politically, they seem to be divided with 
loyalities towards Taiwan and Peking. The lndiai:s 
in Mauritius who mostly belong to Bihar,do a roaring 
business and do not want to return although they are 
ag.Tinst cutting their links with India. This has 
made Indian culture thrive and flourish in that island 
as in many other countries in the south-east Asia. 

It is heartening to learn that the Government of 
India has already decided to establish close links 
with Mauritius. A full fledged High Commission 
is expected to come into being. Besides, some 
Indian industrialists have agreed to start textile and 
other mills. Indo-Mauritian ties are strong and it 
is in the interest of both the countries to strengthen 
their links, politically and econcmically. 
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Wheat Production in India 

L. L. Sarin 


The import of wheat has thus increased, during the 
last decade from 2.85 million tonnes to 7.80 million 
tonnes, which is about 70 per cent of the indigenous 
production. 

Statewise Producmon and Yield Per HroARE 

The average per hectare yield of wheat in the 
country has increased from 6.55 quintals in 1949-50 to 
8.78 quintals in 1966-67. Within the country, the 
present per hectare yield varies from 4 quintals to over 
14 quintals in wheat growing States. Table 2 
gives yield and total production of wheat for the years 
1949-50, 1955-56, 1960-61, 1965-66 and 1966-67 for 
the important wheal growing States. 

Linear Growth Rate oe Produ<i)on 

The All-India linear rate of growth for the period 
1952-53 to 1964-65 for wheat has been estimated at 
3.80 per cent per annum; 2.57 per cent on account of 
area and l.(H) due to productivity. Thus the growth 


TABLE 2 

PRODUCTION AND PER HECTARE YIELD OF WHEAT 
{Production—-'CfXi tomes; Ykid—Kg. per hectare) 




1949-50 

1955-56 

1960-61 

1965-66 

1966-67 

StatelAdm. 

Produc- Yield 

Produc- 

Yield 

Produc- 

Yield 

Produc- 

Yield 

Produc- 

Yield 



tion 


tion 


tion 


tion 


tion 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1. 

Uttar Pradesh 

2627 

791 

3091 

767 

3944 

1001 

4188 

1011 

4253 

960 

2. 

Punjab 

1542 

1000 

1832 

930 

2634 

1209 

2750 

1188 

3569 

1487 

3. 

Madhya Pradesh 

919 

430 

1566 

557 

1952 

631 

1424 

554 

1065 

482 

4. 

Rajasthan 

203 

449 

922 

947 

1010 

946 

776 

810 

868 

907 

5. 

Bihar 

331 

527 

363 

611 

443 

680 

410 

606 

429 

516 

6. 

Maharashtra 

282 

411 

382 

442 

402 

406 

312 

336 

376 

410 

7. 

Gujarat 

243 

596 

297 

659 

271 

731 

579 

1079 

457 

992 

8. 

Himachal Pradesh 

62 

484 

88 

685 

93 

640 

58 

381 

250 

714 

9. 

Mysore 

61 

219 

65 

224 

17 

239 

54 

208 

38 

139 


Total India 


655 


708 


847 


836 


878 


Erstwhile Punjab including Haryana. 


Shri L.L. Sarin is Senior Research Officer, Planning Commission, New Delhi. 
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Within recent years the consumption of wheat has 
increased appreciably in the country, the primary 
reason being that a large quantity of wheat is being 
imported owing to an overall insufficiency of rice in 
the world market and the high prices prevailing for thi,s 
particular cereal grain. The successive annual 
figures for the import of wheat and the indigenous 
production in India arc given in Table 1 

Tabu. 1 

INDIGENOUS PRODUCTION aND IMPORTS OF 
WHEAT 


{Million tonnes) 


Year 


Indigenous 

Production 

Imports 

Total 

1957-58 


7.75 

2.85 

10.60 

1958-59 


9.75 

2.70 

12.45 

1959-60 


10.10 

3.50 

13.60 

1960-61 


10.80 

4.35 

15.15 

1961-62 


11.85 

3.10 

14.95 

1962-63 


10.65 

3.25 

13.90 

1963-64 


9.70 

4.05 

13.75 

1964-65 


12.10 

5.60 

17.70 

1965-66 


10.50 

6.60 

17.10 

1966-67 


11.55 

7.80 

19..35 
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rate of area has been much higher than that of yield. 
Among cereals, however, wheathad the highest growth 
rate of production followed by maize and rice. 
Growth rates for the important wheat producing 
States arc given in Table 3. 


It is quite low when compared to some of other coun¬ 
tries where wheat is an important crop. For example, 
the per hectare average yield has been 36,8 quitntals in 
U.K., 32.2 quintals in the German Federal Republic 
quinta]s26.S in France and 16.3quintals in theU.S.A. 


Tablb 3 


LINEAR GROWTH RATES OF AREA, PRODUCTION AND PRODUCTIVITY OF WHEAT DURING 1952-53 TO 1964-65 

{Aveme : 1952-53 to 1954-55=100) 


State 

Percentage of wheat 
production in the 
State to all-India 
{Triennium ending 
1964-65). 


Growth rales of 



Production {Per cent) 

Area {Per cent) 

Productivity {Per cent) 

1. Uttar Pradesh 

30.2 

1.65 

0.78 

0.80 

2. Punjab* 

27.2 

6.79 

3.92 

2.09 

3. Madhya Pradesh 

18.5 

3.61 

4.50 

(- )0.S3 

4. Rajasthan 

9.3 

2.24 

3.36 

(-)0.85 

5. Bihar 

4.1 

2.35 

0.98 

1.18 

6. Maharashtra 

3.7 

4.17 

2.10 

1.85 

7. Gujarat 

3.3 

3.59 

0.15 

3.32 

8. Himachal Pradesh 

1.0 

3.51 

1.41 

1.93 

9. Mysore 

0.9 

4.88 

0.98 

3.46 

AU-tndia 

100.0 

3.80 

2.57 

1.00 


Source'. Growth Rates in Agriculture, Directorate of Economics and Statistics, March, 1966. 
^Erstwhile undivided Punjab. 


Uttar Pradesh which is the most important wheat 
growing State and accounts for about 30 per cent of 
all-India wheat production, showed a low growth rate 
of production of wheat of 1.65 per cent per annum, 
as compared to the all-India growth rate of 3.80 per 
cent per annum. The poor performance was due to 
the low production during 1962-63 and 1963-64 on 
account of adverse weather conditions. The next 
important wheat growing State, Punjab attained a 
very high rate of growth of production of 6.79 percent 
per annum, the highest in the country. But it was the 
increase in area which contributed relatively more to 
the increase in wheat production. Madhya Pradesh, 
which accounts for a little less than one-fifth of all- 
India production of wheat, had the highest rate of 
growth of area under the crop but a negative rate of 
growth of productivity per acre. Like Madhya 
Pradesh, the rate of growth in Rajasthan is due to 
large increase in area and not productivity. Gujarat 
had a very high rate of growth of productivity of wheat 
but a low rate of growth of area. Bihar, on the other 
hand, had low rates of growth on both area and 
productivity. 

Comparison with Other Countries 

On an average the per hectare yield in India has 
been 8.3 quintals (100 kgs) during 1959-60 to 1962-63. 
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Countries like theU.S.A., Yugoslavia, France have 
been able to in crease the per hectare yield by 
40-47 per cent during the period 1949-50 to 1962-63. 
Through its development plans, the per hectare increase 
in India during the period has been nearly 24 per cent 
only. There is thus considerable scope for increasing 
the averagey ield of wheat in India. The average yield 
of wheat for the important wheat growing countries 
of the world is given in Table 4. 

Consumption Trends 

There are wide diflferences in per capita cereal 
consumption in genera] and wheat in particular in 
different parts of the world due to a complex of factors 
of which the pattern of production, and hence dietary 
habits, and income levels are of major significance. 
On a world-wide basis the division broadly is between 
the low income countries where rice and/or coarse 
grains constitute the staple diet, and advanced, largely 
industrialised, countries where wheat, except in Japan 
and South Africa, is the main cereal consumed diet. 
The study of the historical trends of wheat and cereal 
utilisation has shown many significant increases in 
per capita consumption of wheat, partly resulting from 
a shift from other grains but more often representing 
an addition to supplies in some areas of the world. 
However, a large portion of the woiid’s population 
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Takb 4 


AVERAGE YIELD—WHEAT* 


Country 

Average 

1934/35-38/39 

Average 

49/50-53/54 

Average 

1954/35-58/59 

Average 

1959/60-62/63 

Percentage in- 
creaes over 
49-50/53-54 

1 

2 

3 

4 

5 

6 

Prance 

15.6 

18.9 

22.4 

26.5 

40.2 

Germany 

22.0 

27.2 

23.7 

33.2 

22.0 

Italy 

14.8 

• 16.4 

18.0 

18.3 

11.6 

Spain 

9.6 

8.5 

10.3 

9.8 

14.7 

U.K. 

23.1 

28.1 

30.9 

36.8 

30.9 

Yugoslavia 

11.4 

11.9 

11.7 

17.2 

44.6 

Rumania 

10.2 

10.2 

9.9 

12.9 

26,5 

Europe 

14.2 

15.1 

16.8 

19.3 

27.8 

U.S.S.R. 

9.3 

9.7 

9.5 

10.6 

9.3 

Canada 

7.1 

13.9 

13.3 

12.2 

(->12.2 

U.S.A. 

8.7 

ll.I 

14.3 

16.3 

46.3 

Argentina 

9.8 

11.6 

13.2 

12.4 

6.6 

India 

6.9 

6.7 

7.2 

8.3 

23.9 

Pakistan 

8.S 

8.4 

7.8 

8.1 

(-)3.5 

Turkey 

10.6 

10.5 

9.8 

10.2 

(-)2.9 

Asia 

8.4 

8.3 

8.5 

8.9 

7.2 

Australia 

8.0 

11.6 

11.4 

12.2 

5.2 

World 

9.8 

11.0 

11.4 

12.4 

12.7 


Includes Provisional Estimates for 1962-63. 

*Adopted from a Table given in World Wheat Statisties~l96i, International Wheat Council. 


seemed likely to continue to have a general preference 
for rice. In the case of the predominantly wheat¬ 
eating areas, in most of the advanced countries, the 
prospects for further increases in the consumption of 
wheat were poor, because as income level continued 
to rise, this would almost certainly be accompanied 
by further decline in per capita wheat consumption. 
Any improvement in the very low levels of wheat 
consumption in many less developed countries in the 
world may only be possible through the continuing 
supply of wheat and flour on special terms. As 
incomes continued to rise in these areas the effective 
demand for wheat seemed likely to grow, but the urgent 
desire to use all foreign exchange resources for devel¬ 
opment purposes limited the chances of large increases 
in commercial exports of wheat to these areas. Thus, 
in many cases continued supplies on special terms 
would seem to be necessary, if only to maintain nutri¬ 
tional levels in the face of relentless increases in 
population and to allow the building up of adequate 
reserve stocks. On the other hand, there would seem 
to be opportunities for shifts in consumption patterns 
from other starch-giving foods to wheat. 

The New Strategy 

With the object of effecting further improvement in 
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wheat crop, considerable research work has been done 
at the Indian Agricultural Research Institute and 
other research centres, as a result of which some very 
fine wheat have been produced. Improvements have 
been brought out by means of selection from the local 
material or by hybridization even with foreign varieties. 
In fact, hybridization has been the most successful 
method for better varieties of crop plants. By this 
process, it has been possible to incorporate in one 
variety more and more desirable characteristics is tias 
brought in from different varieties. The foremost prob¬ 
lem has been to breed rust resistant strains. In the 
Punjab which is referred to as the granary of India, the 
earlier emphasis in wheat improvemant work has been 
on high-yield and quality. The more recent improved 
varieties of wheat are NP 818, NP 896, Sonaro 64 
Lorma Rojo and V 18. These are high-yielding 
fertilizer responsive varieties. 

In the predominantly wheat growing districts in 
the country, over 10 million acres has assured irriga¬ 
tion facilities. The total area under wheat in these 
districts is about 20 million acres. Production efforts 
could be concentrated in the limited area, which has 
a high intensity of irrigation, by cultivation of high- 
yielding varieties of wheat, in order to achieve a rapid 
‘break-through’ in agricultural productivity. Such 
{Continued on page 24) 
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The Sugar Chaos 

L. G. Bapat 


From AN era of plenty in 1960to acute scarcity in 1967 
must be a great leap backward for the sugar industry. 
India is the second largest producer of sugar in the 
world and the largest producer in Asia. Why then 
should there be a chronic sugar shortage in the 
country? 

In 1921, the Government of India appointed the 
First Fiscal Commission under the chairmanship of 
Sir Ibrahim Rahimloola. The recommendatk>ns of 
this commission for discriminating protection to 
Indian industries were accepted by the Government in 
1923. The case of each industry for protection from 
the foreign competition was examined individually and 
protection granted in appropriate cases. The sugar 
industry got protection in 1932. In India, this indus¬ 
try was established in real sense only from that year. 

Before 1932, there were only 30 sugar factories 
producing about 1.6 lakh tonnes of sugar. The annual 
imports were 6 lakh tonnes. Mainly as a result of 
the protection, the sugar production increased to 10 
lakh tonnes by 1937. The number of sugar factories 
increased to 137 by then. In 1937, the industry 
employed over 75,000 workers. The proportion of 
cane used for sugar output in factories also increased 
from five per cent in 1931-32 to 18 per cent in 1938-39. 
The country became self-sufficient in sugar. 

During the second world war period, due to the 
demand from the Allied countries, the total demand 
for sugar increased. There were transport bottlenecks 
too. Sugar became scarce in the domestic market 
Hence the Government introduced controls on factory 
sugar production. This reduced production from 1.2 
million tonnes in 1943-44 to 0.9 million tonnes by 
1946-47. Owing to the incentives given by the Gov¬ 
ernment in 1951, the production again picked up and 
therationingof sugar ended in 1952-53. Table 1 shows 
variations in sugar production from 1950-51 onwards. 

As can be seen from Table 1, sugar production has 
tended to fluctuate year by year. Whenever, shortages 
have appeared, the Government has introduced 
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controls and given incentives to the industry to 
increase production. When the production has 
increased, sugar has been decontrolled. Thus, 
the controls v/hich were removed in 1952-53 appeared 
again in 1957-58. They were again removed in 1961 
and have been again imposed in 1963-64. Not only 
the production but also the recent sugar policy of the 
Government has thus been very unstable. This 
instability is at the root of various sugar crises in the 
past and its removal is obviously the remedy to the 
sugar chaos. 

Production Unstabii: 

The production of sugar is unstable becau.se the 
cane production is unstable, depending as the latter 
is on the vagaries of the rain. Table 2 shows the 
production of sugarcane from 1931 onwards. It 
is seen that in the case of sugarcane production, good 
years have been followed by bad years. With these 
fluctuations, sugar production has also fluctuated. 

Out of the total land under cultivation in India 
(372 million acres) that under the sugar cane is 6.28 
million rcacs or about 1.7 per cent. About two-thirds 
ofthcland under cane is getting assured supply of water 
from irrigation. It is the production from the land 
depending upon the rain which fluctuates violently 
causing ii problem to the industry. It is, there¬ 
fore, necessary to concentrate efforts on the irrigated 
land and get from it almost all the sugarcane required 
by the industry. 

This can be done by raising the productivity of the 
land. Table 3 shows the per acre yield of sugarcane 
in India and elsewhere. It will be seen that the yield 
is the lowest in India. It is only about one-fifth of 
that in Hawaii. Sugar teclinologists in India believe 
that the per acre yield of cane can be easily doubled or 
even quadrupled. In fact, some of the sugar factories 
in Maharashtra state have proved it. They have raised 
the per acre yield of sugarcane to 64 tonnes. However, 
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in Northern India, the per acre yield continues to be 
around 12.S tonnes. 

Further, attention must be given to the quality of 
the sugarcane. As table 3 shows, the per cent re¬ 
covery of sugar from cane is about the lowest in India. 
It is felt that this revovery can be raised to about 10.4 
per cent. The Maharashtra Sugar Mills Ltd., P.O. 
Tilaknagar, District Ahmedanagar (Maharashtra) 
obtained 12.19 per cent revovery in 1965-66. Even 
moderate target of 10.4 per cent recovery will increase 
the present sugar production by six per cent. 

Needed a New Price Policy 

But the present Government policy of fixing the 
sugarcane price has led to the neglect of sugarcane 
quality. The price is fixed entirely on the weight of the 
cane without regard to its quality. Naturally, at 
present, the farmer concentrates his efforts on in¬ 
creasing the vegetable contents of the sugar It docs 
not pay him in money terms tc concentrate on its 
sugar contents. It is, therefore, necessary to adopt 
a new price-fixation policy that will pay due impor¬ 
tance to the quality of sugar and will encourage the 
farmer to raise it. 

Till sugar cane production is increased and put on 
a stable base, it will be a good idea to build buffer 
stocks of sugar. We have noted above, that the sugar 
production has fluctuated in the past. If buffer 
stocks had been built in good years for use in 
bad years, the supply of sugar could have been stabi¬ 
lised. No doubt, a buffer stock of about a million 
tonnes will lock up capital of about Rs. 100 crorcs. 
But it will be a good investment as it will bring 
much-needed stability to the industry. 

From another point of view too, a buffer stock of 
sugar would prove advantageous. The international 
price of sugar has been fluctuating continuously. In 
1961, it was £22 per tonne. It rose steadily in 1962. 
In 1963, it was at the peak of £70 and £100. When 
the price was low, we exported respectively 3.73 and 
S.36 lakh tonnes of sugar in 1961 and 1962. But in 
1963, when the price was really attractive, we had no 
surplus sugar to export. An opportunity of earning 
substantial foreign exchange was thus lost in the past 
because of the absence of buffer stocks. 

Last year, the international price was again very 
low at £20 per tonne. Still the Government expor¬ 
ted 4.41 lakh tonnes of sugar and earned foreign 
exchange of Rs. I7.S crores. But in the bargain, it 
suffered a loss of Rs. 20 crores, being the diff¬ 
erence between the domestic price and the international 
price of the exported su^r. This year too, the inter 
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national price has fallen to £13 per tonne. In these 
circumstances, it will be a better policy to stop 
exports at such heavy loss when the international price 
is too low, and use this sugar for building buffer stocks. 
If the international price becomes attractive exports 
can be made at any time from the buffer stocks. 

It is unfair to the industry to control sugar 
production rigidly while leaving its near substitutes 
entirely free. Thus, the price of sugar is strictly con¬ 
trolled by the Government along with the price paid by 
the sugar factories to the sugarcane growers. But the 
prices of khandsari and jaggery and the price of care 
paid by their producers are not controlled. The 
prices of these substitutes have risen to unprecedented 
heights which in turn has enabled their producers to’ 
compete with the sugar producing factories for cane, 
by offering higher prices. There has been a large- 
scale diversion of cane for production of these substi¬ 
tutes. This has created shortage of cane to the sugar 
factories. No doubt, the Government has partially 
decontrolled sugar recently. But the above position, 
to a large extent, still remains. 

The Government policy is also unfair to the con¬ 
sumer. He prefers sugar but owing to its shortage 
caused by the Government controls, has to make do 
with the inferior substitutes. The Government should 
either completely decontrol sugar in which case the 
consumer’s preferences will guide the prcducticn of 
these three sweatening agents. Or all the three should 
be controlled in the same way. 

Facts about Khandsari and Jaggery 

Moreover, the production of these inferior substi¬ 
tutes involves loss to the society. In the production 
of sugar, the percentage of recoveiy of sucrose is 
around 10 per cent, whereas that in the case of 
khandsari, it is only seven per cent. In the case of 
jaggery, it is still less. 

The annual production of khandsari is about six 
lakh tonnes. At seven per cent recovery, the sugar 
cane required for this production is 86 lakh tonnes. 
If this cane is used for the production of sugar, at 10 
per cent recovery, the sugar produced will be 8.6 
lakh tonnes. Thus, there is a loss of sugar to the 
extent of 2.6 lakh tonnes. In the case of jaggery, the 
loss would be still larger. As nearly 60 per cent of sugar 
cane is used for the production of khandsari and jaggery 
the total loss must be quite heavy. 

The Government also loses revenue. The excise 
duty on white sugar is Rs. 37 per quintal whereas on 
Khandsari, it is Rs. 21.50. On the total production of 
six lakh tonnes of khandsari, the Government gets 
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Rs. 12.90 crorcs by way pf excise duty. On 8.6 lakh 
tonnes of sugar which could be produced instead, the 
excise duty would be Rs. 31.82 crores. Thus, there is 
a net loss of Rs. 18.92 crores to the Government every 
year. As no excise duty is levied on jaggery, the 
loss to the Government must be substantial. Thus, 
there are good grounds for putting a ceiling on the 
production of khandsari and jaggery, which will make 
a larger production of sugar possible. 


Table 1 

SUGAR PRODUCTION IN INDIA ; 1950-51 to 1965-66 


(in million metric tonnes) 


Year 

Production 

Year 

Production 

1950-51 

1.12 

1958-59 

1,95 

1951-52 

1.51 

1959-60 

2.45 

1952-53 

1.34 

1960-61 

3.03 

1953-54 

1.02 

1961-62 

2.73 

1954-55 

1.61 

1962-63 

2.16 

1955-56 

1.89 

1963-64 

2.6 

1956-57 

2.06 

1964-65 

3.3 

1957-58 

1.99 

1965-66 

3.5 (App¬ 
roximate 


Source : Upto 1962-63 : The Eastern Economist Annual 1964 

For subsequent years ; Various issues of the Record and 
Statistics 


Tabu 2 

ANNUAL PRODUCTION OF SUGARCANE 1931-1966 


{In million metric tonnes) 


Year Production Year 

Production Year 

Production 

1931 

36.4 

1943 

46.0 

1955 

S1.i 

1932 

44.0 

1944 

52.7 

1956 

60.3 

1933 

51.9 

1945 

50.0 

1957 

68.0 

1934 

53.5 

1946 

47.3 

1958 

69.1 

1935 

55,2 

1947 

50.6 

1959 

72.1 

1936 

62.2 

1948 

54.0 

1960 

76.4 

1937 

68.4 

1949 

49.7 

1961 

104.1 

1938 

47.2 

1950 

50.1 

1962 

99.9 

1939 

36.6 

1951 

57.1 

1963 

94.5 

1940 

40.1 

1952 

61.7 

1964 

105.0 

1941 

52.0 

1953 

53.4 

1965 

119.7 

1942 

38.5 

1954 

44.4 

1966 

118.0 




Table 3 



COMPARATIVE 

PER 

ACRE SUGAR PRODUCTION 




1961-62 



Country 


Yield aj cane 
per acre (in 
tonnes) 

Percent re¬ 
covery 

Sugar pro¬ 
duction per 
acre (.in 
tonnes) 

Hawaii 



80.4 

11.4 

9.17 

Egypt 



39.4 

10.9 

4.27 

British Guiena 


33.4 

9.3 

3.11 

Indonesia 


33.7 

11.2 

3.44 

Mauritius 


3S.3 

11.2 

2.83 

Australia 


24.9 

14.7 

3.67 

India 



17.1 

9.8 

1.68 


Source: The Flnancini Express, Bombay, October 26,1966. 


WHEAT PRODUCTION 

{Continuedfrom page 21) 

areas fall mostly in the States of Punjab, Uttar Pradesh, 
Bihar, Madhya Pradesh and Rajasthan which are the 
mostimportant wheat-growing States. Some varieties 
imported from Mexico like Sonora-64, Lerma Rojo 
and V 18 have been found to be capable of giving 60 
to 80 quintals of grain per hectare, if properly fertilised. 
As the programme progresses, it may be possible to 
replace them with even better varieties which are now 
in the process of breeding and testing at the Indian 
Agricultural Research Institute and some other wheat 
research centres. Thus, by replacing the present 
wheat varieties with these fertilizer responsive types 
and assuring all the required inputs for their successful 
cultivation, it should be possible to improve per hectare 
yield very substantially. 

There is a programme, included in the Fourth 
Plan, to saturate an area of 8 million acres with the 
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Mexican and other improved varieties of wheat. 
Steps would have to be taken to produce the requisite 
quantity of seed, which is placed at 320,000 tonnes for 
an area of 8 million acres. In order to maintain 
the quality of seed, seed testing and certification would 
have to be introduced. In addition, adequate storage 
facilities would have to be provided at suitable locations, 
so that the seeds can be made available to the wheat 
growers within bullock-cart distance. For this, the 
existing stores in the blocks as also the storage facilities 
of the warehousing corporation could be fully utilized. 
These varieties would need about 0.66 millicn tonnes 
of plant nutrients of fertilizers. Fortunately, no orga¬ 
nised plant protection would be needed, except hot 
water treatment of seed before it is supplied to the 
growers to free it from loose smut, since wheat 
is generally not attacked by any serious pests. With 
these measures, it should not be difficult to realise an 
additional production of 7-8 million tonnes of grain by 
1970-71 and thus achieve self-sufficiency in this grain. 
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Railway Budget 1968-69 


Mrs. £ 

The new Railway Budget submitted to the Parliament 
on February 19, 1968 by C.M. Poonacha, the Minister 
for Railways, contained few surprises. The budgeting 
for increased expenditure and the ploughing of the 
same furrows for larger revenue have beccrac a matter 
of routine in our Railway budgets. That Railways 
have long ceased to be what they primarily ought to 
be, namdy commercial ventures, is clear from the two 
successive budgets that we had in 1967 and in 1968. 

The revised estimate for 1967-68 put the gross 
traffic receipt as Rs. 847.00 crorcs, the expenses Rs, 
711 crorcs and the dividend to General Revenues, 
Rs. 141.08crores. Thus in the current year the budget 
which showed a nominal surplus of Rs. 1.28 crores 
—that too after a substantial revision in the fares and 
freights—will finally end up with a deficit of Rs. 22.59 
crores. The Railway Minister has tried to justify 
the situation by making out a long list of strains and 
stresses under which the railways have been working 
during the year. 

It was anticipated last year that the goods traffic 
during the current year would increase by 8.5 million 
tonnes. Far from such an increase, now there is 
likely to be a fall of 1 million tonnes in the revenue 
earning traffic compared to 164.2 million tonnes 
achieved in 1966-67. 

The grave plight of the Railway Minister will, no 
doubt, be recognised by all, but it is only appropriate 
to tell him that the error essentially was in his hoping 
for what normally could nof have been expected in a 
year of unprecedented drought and inactivisation of 
the planning machinery. In May 1967 when the 
budget was presented, the writing on the wall was 
clear and there was little justification in doing what 
has been done, and more so far the regrets. 

Huge Dehcits 

Another reason for the huge deficits with which the 
budget year will end is the increase in expenditure. 
The increase in expenditure is on account of additional 
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I. John 

payment of D.A., increase in the cost of fuel both 
coal and diesel, and increase in the price of iron, steel, 
and other stores, (n the matter of D.A. the additional 
expenditure was not all that unanticipated. In fact 
much of the rise in freight and fares in the budget was 
sought to be justified at that time with the argument 
that they were for taking in credit in advance for the 
increase in dearness allowance liability. One wonders 
where the snag is. Particularly so when we find that 
the amount so involved for additional D.A. alone is 
of the order of Rs. 11 Crores. 

Even the pica of increased burdens on account of 
fuel, iron and steel and stores seems to be difficult to 
accept. For these arc the items on which more of 
imagination should have been exercised at the time of 
framing the budget. To end up with a huge deficit 
at the end of a budget year and take the alibi of in¬ 
creased cost is poor account keeping of one of the 
nation’s greatest asset. 

The net result of the deficit has been the drawing 
down heavily on the Revenue Reserve Account, a 
step which has been rarely rc.sortcd to before 1966-67. 
This is seldom done, except to meet grave financial 
crisis and prior to 1966-67 w'as last resorted to in 
1947-48. In 1966-67 Rs. 18 crorcs were witlidiavn 
from the same fund and now another Rs. 23 crores. 
The balance left in the fund is only Rs. 21 crorcs, 2 
crorcs less than the current yeais withdrawal, so 
much so that if another withdrawal of the order of 
current year becomes imperative it is not possible to 
do so unless the fund is replenished further. The with¬ 
drawal in the current year would have been .still greater 
had it not been for certain economics clfected and cuts 
done. The economies include a saving of about Rs. 
3 crores on expenditure on staff and of about Rs. 15 
crores on fuel due mainly to traffic having been at a 
lower level than was anticipated in the budget. These 
reductions though only marginal arc in the right direc¬ 
tion, but one can only say that if a more flexible 
accounting is adopted there may have been further 
scope for economising. 
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One is not, however, likely to appreciate the in¬ 
discriminate cuts in expenditure or transfers made in 
directions that are desirable. A reduction of a least 
Rs. 6 crores is expected in the withdrawal from the 
Depreciation Revenue Fund and, therefore, there is a 
downward revision in the contribution to the fund from 
the budget figure of Rs. 105 crores to Rs. 95 crores. 
The reduction in the withdrawal from the fund appa¬ 
rently has been tailored to effect a reduction in the 
contribution. Non-use of Depreciation Fund to 
effectively take care of the depreciation that may 
have taken place in the capital stock of the enterprise 
is likely to tell upon the long-term efficiency of the 
Railways. So also a reduction in the contribution is 
unwise as it can only finally take the shape of a charge 
on the future for benefits enjoyed now. 

The revised estimate also makes a reduction in 
the contribution to the Railway Pension Fund. What¬ 
ever be the accounting changes that m.-y have been 
done to justify a revision, the reduction is very much 
in the line of the one that has been done in the case 
of the Depreciation Reserve Fund. 

The reduction in the estimated capital expendi¬ 
ture appears to be the most ill-advised of all the steps. 
The economics of scale are well admitted, though the 
budget speech makes a reference of its non-realisation 
in a year like the current one because of the recession. 
But the recession is likely to be a short lived one— 
and so docs the Minister hope too. A shrink in capital 
expenditure can only reduce the economies that could 
otherwise be enjcjycd when the State of the economy 
brightens in the future. 

The reference in the budget speech to past achieve¬ 
ments of the railways taking the base year as 1950-51 
for comparison is nostalgic. It has a ring of taking 
pride at the past glory, a national heritage of all 
Indians. A budget is an annual affair and all that is 
expected is an honest appreciation of what has been 
pos.sible or not possible during the year under 
reference. 

Tun Outlook for 1968-69 

The outlook for 1968-69 is presented somewhat 
optimistically. With the prospects of a good ag¬ 
ricultural year a 3^ per cent increase in gassenger 
traffic is expected and the passenger earnings are c.sti- 
raated at Rs. 268 crores. Additional goods traffic 
is estimated as a modest 6 to 7 million tonnes increase 
in originating traffic. The estimated goods earnings 
is about Rs, 21 crores higher than in the current year. 
On the face of it. this estimate seems to be an over 
cautious one. But considering the low propensity 


for railways to attract additional traffic that may 
originate in the economy, this is justified. The 
sundry earnings also, it is anticipated, will increase 
by about Rs. 2 crores. On the whole, the Gross 
Traffic Receipt would amount to Rs. 864.5 crores at 
the existing rates. 

On the expenditure side, ordinary working expenses 
arc estimated at Rs. 614 crores—an increase of 
Rs. 24.27 crores over the Revised Estimates for the 
current year. This is much more than the economies 
effected under this head last year. Nearly Rs, 11.5 
crores of this is set apart for meeting annual incre¬ 
ments and for meeting dearness allowance for a full 
year at the rates revised during the current year. 
The rest of the amount is for meeting additional 
expenses on fuel, repairs and maintenance etc. 

Appropriations to both Depreciation Reserve Fund 
from the Revenue and to the Pension Fund are lower 
than those estimated under this head in the last year’s 
original budget. The lormer is placed at Rs. 100 
crores—Rs. 5 crores less than last year’s original 
estimates though higher by Rs.5 crores compared to 
the revised estimates. The latter will be Rs. 5 crores 
less than the original estimate but same as the revised 
one—Rs. 10 crores. 

The dividend to General Revenues is estimated 
at Rs. 152 crores, which would be more than that of 
the previous year by about Rs. 11 crores. 

The figures work up finally to a deficit of Rs. 27 
crores. This the Railway Minister proposes to raise 
through a scries of measures. They include for pas¬ 
senger traffic an increse of 10 per cent in the fare for 
the air conditioned class, a temporary surcharge 
varying from 5 pai.se on each passenger ticket up to 
the value of Rs. 5 to 25 paisc on tickets above Rs. 
15, levy of Rs. 4 per night on third class sleeping 
berths irrespective of the distance and raising of the 
fare for Air Conditioned Chairs on deluxe expresses 
to second class fares. 

For the goods traffic, he put up the supplementary 
surcharge on goods freight from 6 per cent to 9 per 
cent and raised the surcharge on rates for parcels 
and luggage (except newspapers, milk and fresh 
vegetables) by 10 per cent. And more important, the 
increase in goods traffic rates will cover foodgrains 
also. 

In this way, the budget for 1968-69 estimates a 
gross traffic receipt of 892.50 crores and expenses of 
Rs. 793.50 crores. It provides for Rs. 152.00 crores 
as dividend to general revenues also. Thus the present 
expectation is that the new year will close with a 
surplus of Rs. 1 crorc. The new budget is in many 
ways a replica of that of the previous year. There is 
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like the previous one a substantial increase in freights 
and fares. The estimated increase in goods traffic, 
surprisingly enougli, is almost of the same magnitude 
as the earlier one. In short, it docs not cut any new 
ground. 

Increase in Freights and Fares will Result n 
Inflation 

The proposed increase in freights and fares is bound 
to add to the stresses and strains that the economy 
has been experiencing for the past two or more years. 
The recession has not been an exclusive phenomenon 
of the shortfall in agricultural production. An 
equally important cause has been the increase in cost 
of production due to an inflationary spiral. The rise 
proposed in the freight rate will only accentuate the 
inflationary spiral through further increase in cost of 
production. 

An optimism is expressed in the budget speech 
that there may be no diversion of traffic on account of 
the increase in freight rates that arc nov' proposed. 
This, however, is not supported by facts. If any, the 
reverse must be true. The proposed increases are 
likely to work advantageously for the motor transport 
industry which because of the recession has been 
trying to capture as much of goods traffic as possible 
through reduced rates and improved services. 

At the moment there appears to be 
incomplete intorraation on what is called the freight 
elasticity of goods traffic on the railways. If the 
railways were a monopolistic enterprise in the field of 
transportation of goods, such details may not have 
been necessary. Since this is not the case, a careful 
analysis of the situation covering different regions and 
on a continuous basis would be advisable. 

For attracting traffic, the Minister has mentioned 
about the setting up of a Marketing and Sales Orga¬ 
nisation in each zonal Railways, and of the establish¬ 
ment of a container service which all the way will 
be integrated; from the consignor’s premises to those 
of the consignees and where the Railways will look 
after both the road, and rail pcirtion of the transport. 
The validity of these steps in attracting goods traffic 
is dubious. The major hazards in the rail transporta¬ 
tion like non-availabilty of wagons at the required 
time, pilferage, delay in realisation of the value of lost 
goods, loose shunting in improperly packed wagons 
which result in heavy damages, etc. are not covered by 
these measures. There are other factors too that rate 
rail transport low in the consumers’ scale of preference. 
The officials engaged in the job lack business acumen 
and deal with the customers in an unbusiness like 
manner. As long as these risks and inconvmiiences 
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continue unabated, there does not seem to he any 
ground for a complacency like that expressed by the 
Minister. 

The measures for improvement in the efficiency 
of goods transport will have to be in a package, all 
offered simultaneously and covering the various spheres 
mentioned here. Till then a reduction in freight an 
rates rather than an increase appears to be the best 
course to attract bulk of the goods traffic that is likely 
to orginate in the economy, which is now posed for a 
recovery, if not for a take off. 

Here again, is a field in which more of research 
needs to be done. One could think of whole host of 
improvements that could come about as a result of 
intensive research. Ways to check loose shunting, 
provision of damage proof package facilities inside 
the wagons, construction of pilfer proof devices on 
wagons etc. are some of the fields needing attention. 
Railways servants like any other public servant render 
a sort of impersonal service. A sort of incentive 
bonus, if introduced, is likely to bring about changes 
in their attitudes. 

The increases in passenger fares though technically 
claimed as temporary surcharges are bound to prevail 
as permanent ones. These, no doubt, are regressive 
more so because they followed the large increases that 
we had in the previous year. The levy of Rupees 
4 per night for sleeping accommodation irrespective 
of the distance has no economic case whatsoever. 
This is so because the short distance passengers were 
already paying for this little service and it is only 
those who were travelling for distances beyond 800 
Kilometres that enjoyed this facility w'itbout any extra 
payment. Until the Railway Minister announced to 
the contrary, the facility was taken as a legitimated 
right under the well known principle of telescopic 
benefits. 

Under the existing conditions, the increase in 
passenger fares affecting third Class and A.C. Chairs 
in deluxe trains is not likely to divert the traffic. This 
however, does not mitigate its regressive character. 

There is some justification in the raise in the 
Air Conditioned fare as it comes in the wake of recent 
increase in the airfare. But considering the larger 
amenities that the airlines provide, the increase is 
likely to hasten the shift that is already taking place of 
more and more upper class passengers to air travel. 

Financial Struciltre 

One point that the Railways Minister emphasized 
is the soundness of the Railway’s financial structure. It 
{Continued on page 31) 
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Monetary Policy and Economic Growth 

S. K. Awasthi 


The Radcliffc Committee noted that monetary mea¬ 
sures “are not so much a policy in themselves as a 
part of one general economic policy which includes 
amongst its instruments fiscal and monetary measures 
and direct physical controls.” Thus, it is clear that 
monetary policy has no objectives of its own and 
is a part of general economic policy. Under the Gold 
Standard, once the objective was set of maintaining 
the exchange parity of the national currency, the 
necessity to regulate the domestic level of economic 
activity through the control of the level of money 
supply was natural. Monetary policy was then only 
a technical apparatus to assist in the operation of an 
automatic standard. The Keynesian revolution in 
economic thought has clearly indicated the limitations 
of this approach and, therefore, there arose the need 
for purposive monetary management. Stability of 
the internal and external value of the monetary unit 
is only a means to achieve overall economic progress. 
In the context of an underdeveloped economy, the 
objectives of monetary policy must necessarily be 
fitted into the more compelling considerations of 
promoting economic growth. Therefore, price and 
exchange stability in the absence of economic growth 
is meaningless. Since economic growth is a real pheno¬ 
menon it is dependent on real factors. Thus increase in 
real resources, effective mobilisation of these resources, 
and their proper investment can be expected to maxi¬ 
mise the rate of economic expansion. Therefore, 
while correct monetary policy is not sufficient for 
economic growth, an inadequate monetary policy 
can retard the pace of economic growth. The 
various objectives towards which economic policy 
aims at include maximising of economic growth, 
maximising total employment, establishing the 
internal price level, maintaining stability of the 
exchange rate and achieving a fairer distribution of 
national wealth between different classes of people. 
These objectives cannot be easily reconciled with 
one another. The Radcliffe Committee pointed out, 
“The aims of economic policy, to which monetary 


action is related, are complex; they can directly be 
in conflict with each other in short term and only by 
adjustment can be held in balance in the long.” If 
we attempt to maximise growth, stability in prices 
may not be maintained. Similarly, the objective 
of maximising growth may come in clash with the 
objective of full employment and the objective of 
fairer distribution of income. Therefore, it is diff¬ 
icult for a government to fulfil the various economic 
objectives at the same time. However, it would 
not be correct to regard the traditional objectives of 
monetary policy namely of price and exchange stabi¬ 
lity as being inconsistent with other objectives oi 
economic policy. The objective of economic policy in 
the context of an advanced economy must include 
the maintenance of high and stable levels of employ¬ 
ment with reasonable price and exchange stability. 
In the context of an underdeveloped economy, it 
must be the promotion of economic growth with 
price and exchange stability. Therefore, it seems 
that to speak of inconsistency between these objec¬ 
tives is not presenting the issue in a correct perspec¬ 
tive. It is a question of which objective should take 
precedence over others at a point of time. Even 
here one cannot say anything definitely because while 
the promotion of economic growth is a long-term 
objective, in the short term, price and exchange 
stability might command priority. It thus becomes 
clear that the choice of the right mix of objectives 
has ultimately to be political decisions which would 
involve the decisions on the degree of state’s inter¬ 
vention in the economic process. 

Fiscal and Monetary Policies are Complementary 

Fiscal poli^ has direct and powerful impact on 
income stream. Monetary policy, on the other hand, 
influences income stream only indirectly. Changes 
in government expenditure lead to an immediate 
change in the employment of resources used to 
produce these goods and services. They have 
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secondary effects through the changes thereby induced 
in the expenditures of individuals owning theresources 
thus employed. For controlling consumption and 
investment, fiscal instrument is much more powerful 
than monetary policy because fiscal policy involves 
a direct draft on the financial resources and purchas¬ 
ing power in the hands of the public. Monetary 
policy influences only the cost and availability of 
credit which cannot be an equally strong weapon. 
The capacity of fiscal policy to differentiate different 
classes of producers and consumers through com¬ 
modity taxes or through rebates and reliefs is also 
much greater than that of the Central Bank action 
through allocation of bank credit. There is the pre- 
ponderent weight of fiscal policy because the govern¬ 
ment has assumed the responsibility for the overall 
direction of the economy. Therefore, the public 
sector is becoming increasingly important. As such, 
fiscal policy has become a major determinant of 
economic activity. However, to infer from this that 
that fiscal policy is all that matters is not corrrect. 
The relationship between fiscal and monetary 
policy is complementary because they constitute 
along with trade and exchange policies, the essential 
ingredients of economic policy. Thus, to suggest 
that monetary and fiscal policies are in conflict is 
to argue that there'is an inconsistency in the objectives 
of economic policy. In fact, fiscal policy cannot 
operate without a complementary monetary policy. 
If the government increases economic activity, the 
Central Bank should increase credit in sufficient quanti- 
tity so as to attain the desired rate of development. 
Simultaneously, credit instruments should be pro¬ 
perly used to control the inflationary tendency of a 
growing economy. Monetary policy has a merit in 
its relative flexibility. The mechanism for the imple¬ 
mentation of fiscal policy is somewhat hampered 
by legislative proccedures. Monetary policy is out¬ 
side the ordinary processes of government. Both 
the methods are to be employed as elements in a 
general programme of economic development. 

Deficit Financing is SfiLF-DEFEATiNO 

The approach to monetary policy in a developing 
economy should combine two views, a longer view 
of the growing financial needs for economic expan¬ 
sion together with a watchful concern over the 
management of money in the short period perspec¬ 
tive. This has to be done for the purpose of restrain¬ 
ing exc^ive expansion. Thus, it is clear that flexibi¬ 
lity and adaptability are the two main virtues be¬ 
cause a shifting balance has constantly to be 
maintained between the real and monetary factors. 
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Growth depends upon real capital and genuine savings 
and an attempt to force their pace through deficit 
financing is, therefore, bound to be self-defeating. 
The basic problem of the Indian economy is a paucity 
of genuine savings. Thus, the excessive and rising 
dependence either of the government or of the private 
sector on the Reserve Bank of India amounts to 
deficit financing, particularly in a set of situation 
where the aggregate level of expenditure has been 
running at a pace greater than the absorptive capa¬ 
city of the economy. The banking system has found 
that the resources it has been able to mobilise through 
the source of deposits have been increasing at a rate 
slower than the demands made on it for meeting 
the needs of the working capital. As a consequence 
of this, there has emerged a situation where, on the 
one hand, industry’s dependence on the banking sys¬ 
tem is increasing and on the other, the banking sys¬ 
tems; dependence on the Central Bank for credit has 
been rising. The dangers involved in excessive 
deficit financing arc now well recognised. The central 
government has been trying to subject itself to dis¬ 
cipline. However, the same cannot be said of states 
because despite central assistance several states con¬ 
tinue to overdraw heavily on the Reserve Bank. This 
is inflationary financing which is harmful in the 
interest of overall stability and successful planning. 
Thus, there is need for utmost economy in govern¬ 
mental expenditure and a drastic pruning of non- 
essential expenditure is desirable. This would help 
in reducing the strain of excess demand on the 
economy. Additional deficit financing in the back¬ 
ground of tight supply position would be fraught 
with damaging consequences. 

Restrain on Overall Demand and Redirection 
OF Credit 

The rates of economic expansion depend upon the 
effective mobilisation and efficient investment of real 
resources. In an economy marked by shortages, 
the limits to production are set by non-availability 
of real goods and not by non-availability of credit. 
Capital is the scarcest resource in the Indian economy. 
Therefore, the main purpose behind the increase in 
interest rates has been to enusure that its scarcity 
is reflected in the price. Thus, a realistic price for 
capital would perform, broadly speaking, two func¬ 
tions. It would provide an incentive to save, it 
would also lead to a more efficient allocation and use 
of productive resources. 

Underdeveloped countries are prone to inflation 
in the process of their development. . When invest¬ 
ment is increased to accelerate the process of devel¬ 
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opment income is likely to increase. This increased 
income may also increase the demand for consumer’s 
goods. The supply of consumer’s goods cannot 
be increased to the same extent because of the back¬ 
ward state of technique and scarcity of capital goods. 
The emphasis given to the production of capital 
goods in the process of planning would also stand 
in the way of increased production of consumer’s 
goods. The larger increase of money in relation to 
supply availabilities arises because the rate of real 
income growth is likely to be discontinuous. This 
feature of discontinuity emerges because the largest 
single source of income generation is the agricultural 
sector which is dependent on factors such as weather. 
The emergence of inflationary pressures have also 
led to the building of inventories financed by bank 
credit. This has further enhanced the gap between 
aggregate demand and supplies. In a situation such 
as this, it becomes necessary to restrict the overall 
aggregate demand and demand in the sensitive sectors. 
There is a typical pressure on the food supplies which 
has been aggravated by shortfalls in such supplies. 
Therefore, here the task of monetary policy must be 
to exercise restraint on the overall demand together 
with redirecting credit away from uses where it has 
contributed to the inventory build up of scarce com¬ 
modities. Thus, the policy of controlled credit expan¬ 
sion stands vindicated. The Reserve Bank’s mone¬ 
tary policy has been based on the underlying assump¬ 
tion that general credit squeeze or selective credit 
control or any combination of these two can distin¬ 
guish between genuine and inflationary uses of credit. 
This distinction is not always possible and, there¬ 
fore, the credit squeeze aflccts both productive and 
inflationary uses of credit. It can be argued that 
inflationary or speculative uses of credit arc much 
profitable. Thus, their users can afford to obtain 
credit even at a high cost. As against this, genuine 
entrepreneurial activity yields modest results, that 
too over a long period of time. Thus, while abuses 
of credit might persist despite credit squeeze, the 
genuine users might find themselves in a critical 
position. Interest costs are a small proportion of 
the total cost of industry to the extent that most 
entrepreneurs are insensitive to changes in it. How¬ 
ever, changes in the cost and availability of bank 
finance is a potent influence. Changes in the cost 
and availability of bank finance go to reduce the 
demand pressure by slowing down the tempo of invest¬ 
ment and expenditure. But in an underdeveloped 
economy like India, such a slow down may also affect 
the supply side by curtailing production. To the 
extent this happens, the purpose is frustrated. 


Operation of Selective Credit Controls 

The application of monetary policy must take 
into account the impact of the seasonality in the 
Indian economy. Therefore, monetary policy should 
provide a built-in mechanism for the regulated easing 
of pressure on bank liquidity in the busy season 
and regulated contraction of such liquidity in the 
slack season. Selective credit controls in the Indian 
setting have been in use for more than a decade. The 
broad objective has been to prevent a speculative 
building up of goods in short supply, particularly of 
consumer’s goods. It needs hardly any emphasis 
that there are inherent limitations to selective cont¬ 
rols operating in the absence of overall quantitative 
controls. Even if they are operated together with 
general credit controls, their success depends upon 
the important assumption that the entire or the major 
part of finance for trading in selected commodities 
come through banks. To the extent that non-bank 
sources of finance are available such controls arc 
defeated. In fact, the inherent limitations of such 
controls in the absence of cfTectivc supervision of the 
end-use of credit and the possibility of circumvention 
through inter-sectoral credit have been exposed in 
several countries. The techniques of selective 
controls have themselves been varied. They have 
included, in different countries,theprescription’ofdiff¬ 
erential ceilings ormargins, selective rediscount limits, 
differential reserve requirements and differential 
interest rates. The Bank Rate in India does not 
serve as a signal for the market rates in general. It 
follows market rates rather than leading them. The 
Reserve Bank’s freedom in moving the Bank Rate 
has been limited because of Government borrowings. 
The Government has, therefore, been extremely 
sensitive to such changes. Where the money 
market and the banking system are relatively under¬ 
developed and the banks do not depend upon the 
Central Bank’s discount window, the operation of 
Bank Rate is not likely to have a direct effect on the 
quantum of credit. For its psychological impact it 
has some value. The limited effectiveness of Bank 
Rate and open market operations in controlling in¬ 
flation has ^en noted by several economists. Since 
in the context of an underdeveloped economy, govern¬ 
ment securities predominate over other assets bank 
rate policy has difficulty in controlling credit. The 
commercial banks holding a large amount of govern¬ 
ment paper find access to additional reserves in spite 
of a higher Bank Rate by selling some of these securi- 
ritics to the Central Bank. The success tf the Bank 
Rate actually depends upon its influence on other 
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thort^toroi rates of interest. If other short-term rates 
do not respond quickly to Bank Rate changes this 
policy bscomjs a failure. The success of ©pen market 
operations depends on the existence of a broad and 
active security market, the maintenance of fixed 
cash reserve ratios by banks and the absence of redis¬ 
counting or borrowing from the Central Bank. In 
the absence of a broad and active market for govern¬ 
ment securities. Central Bank’s sale of secrities may 
have a serious upsetting effect on security prices. 
The building up of a broad based seucurity market 
is one of the promotional functions of the central 
bank in an underdeveloped economy. The Reserve 
Bank also experimented with variable reserve ratios 
sometime in 1960. Wc can be certain about their 
impact but they have two disadvantages, they lack 
In flexibility and are unable to distinguish between 
variations in the liquidity position of individual banks. 
While the variable reserve ratios may be effective in 
mopping up liquidity of the banking system in the 
slack season, there are certain limits below which 


the reserves cannot be allowed to faH. Therefore* 
the instrument of the regulation of the access rights 
of the banks to the Reserve Bank came to promi¬ 
nence. The Reserve Bank’s accomodation forms a 
small part of total banking funds but it forms a subs¬ 
tantia] proportion of the seasonal increase in bank 
credit. This regulation took the form of quota-cum- 
slab rate system. This type of regulation dispensed 
with the necessity of raising the Bank Rate and the 
impact of dear money was on those who used schedul¬ 
ed bank credit. But the quotas were related to the statu¬ 
tory reserves and as such this system placed all the 
banks at par, irrespeettive of their liquidity position. 
At present the availability of accommodation is not 
subject to reserves but subject to more equitable force 
—cost of banks. Thus, the Reserve Bank has been 
trying to evolve a mechanism as would be self- 
correcting. This is being done by making it 
costly at first and prohibitively costly at some 
further point for a bank to obtain Central Bank 
funds. 


RAILWAY BUDGET 
(Continued from page 27) 

is difficult to share this complacency with him when we 
look at the bud get. U is the second year in succession 
in which the Railways will be drawing down on the 
Revenue Reserve Fund. The sum so drawn is not in¬ 
considerable. In the light of this the claim that the 
railways have not defaulted in their dividends payable 
to the general revenues is only technically tenable. 
This fund, no doubt, is meant to be utilised in years of 
difficulty like the one through which the Railways 
have been passing now. But the’present difficulties 
become too obvious if it is recalled that the last occa¬ 
sion before 1966*67 that the Revenue Account had to 
be depleted for making up the deficits was in the year 
1947-48. 

An other point which makes the Railway Minister’s 
statement untenable is the rate which some of the 
Reserve Funds of the Railways have been running down. 


Thus the Revenue Reserve and Development Funds 
which totalled Rs. Ill crores at the end of March 
1964 will be only Rs. 21 crores at the end of March 
1968. 

The budget surplus of about Rs. 2 crores turning 
into a big deficit of Rs. 23 crores itself is a major sign 
of financial weakness. That this deficit would have 
been stilt greater if the appropriation to the Deprecia¬ 
tions and Pension Funds had been as large as budgeted 
is a point to be remembered. There may be some 
justification in reducing these appropriations but none 
whatesoever in reducing the transfer to the Pension 
Funds. 

Another disturbing feature is the way in which the 
railways have been spending less and less on capital 
expenditure TMb happeningih this wake of increas¬ 
ing fares and freights year after year gives the impres¬ 
sion of the goose being cut for the much desired gold. 
These steps reveal not so mull a sound financial struc¬ 
ture of Railway finances but some deep seated malady 
in the working of Railways as such. 



Case Study of a Village 

H. K. Pandey 


The village Bhagawanpur was selected for study 
because it is situated adjacent to the eastern side of 
Banaras Hindu University. Apart from the proximity 
of the village to the university and itseasy accessibility 
for frequent observations, the other considerations 
which weighed in the selection of this village were 
the change in outlook of the people brought about 
by nearness to the University. 

The village Bhagwanpur is a part of Dehat 
Amanat Paragana, Varanasi Tehsil, District Varanasi, 
Uttar Pradesh. If isabout half a kilometre away from 
the University and is with it connected by a metalled 
road. The village has got facilities of non-farm 
services like marketing storage, etc. 

Agriculture is the main occupation of the people in 
the village. The majority of the holdings in the village 
arc subdivided, fragmented and uneconomic. This 
has resulted in a low standard of living of the inhabi¬ 
tants of this village. Subsidiary occupations are not 
common in the village and small-scale and cottage 
industries are hardly seen. A few people have opened 
shops and some arc employed in the Banaras Hindu 
University. 

Population 

The total population of the village is 1436. The 
major castes in the village are Bhumihars, Kumies, 
Brahamins and blacksmiths. The scheduled castes 
are mostly landless labourers. Out of the total popu¬ 
lation, 5157 were m^es and 43.43 per cent females. 
The adults constituted 72.91 alid children 27.09 
per cent of the total population. The percentage 
distribution among married, unmarried and widowed 
was 71.73, 25.69 and 2.58 respectively. The details 
of the population are given in Table 1. 

Literacy 

Though the village is situated near the University 
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Table 1 

DISTRIBUTION ACCORDING TO SEX AND 
MARITAL STATUS 


S.N. Particulars 

Male 

Female 

Total 

Percen¬ 

tage 

1. Adults 

S68 

469 

1037 

ns\ 

2. Children 

230 

169 

399 

27.09 

Total 

798 

(55.57) 

638 

(43,43) 

1436 

(100.00) 

1. Married 

515 

515 

1030 

71.73 

2. Unmarried 

258 

111 

369 

25.69 

3. Widowed 

25 

12 

37 

2.58 

Total 

798 

638 

1436 

100.00 


N.B. Figures in brackets denote the percentage to total 
population. 

Source: 1961 Census Report of the Tehsil Varanasi. 


campus, the percentage of literacy is very low. 
10.79 per cent of the population can read and write 
and 2.16 per cent have passed the certificate 
examination only whereas 87.05 per cent are 
illiterate. Thus, this data shows that only 
12.95 per cent or J of the total population 
was literate. 

Table 2 

LITERACY IN THE VILLAGE 

S.N. Particulars * Male Female Total Pereeih 

tage 


A. Literate: 


(i) Read and write 

125 

30 

155 

10.79 

(ii) Passed the Certificate 
Examination 

29 

2 

31 

Z16 

B. Illiterate 

644 

606 

1250 

87.05 

Total 

798 

638 

1436 

100.00 


Occupational Distribution 

Cottage and village industries are found in the 
village as a subsidiary occupation. The period of 
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idleness is considerably long and the number of 
earning and noneaining dependents are more as 
compared to self-supporting persons. Table 3 shows 
that 58.80 per cent of the total population are 
dependent on agriculture and the rest are dependent 
on non-agricultural occupations. The landless 
labourers in the village constitute 21.43 per cent 
and thus they are a little less than J of the total 
population. 

Tabu 3 


OCCUPATIONAL DISTRIBUTION 


S.N. Parllcuhrs Number of persons 

Main Subsi¬ 
diary 

Totai 

Percen¬ 

tage 

A. Agrieuitural 





(i) Cultivators of owned 

land 

179 

144 

323 

22.48 

(ii) Cultivators of un¬ 
owned land 

98 

100 

198 

13.78 

(iii) Landless labourers 

90 

218 

308 

21.43 

(iv) Others 

12 

4 

16 

1.11 

Sub-total 

379 

466 

845 

58.80 

Percentage 

(26.35) 

44.85 

(32.45) 

55.15 

100.00 


B. Non-Agricultural : 





(v) Production other than 

agriculture 

80 

90 

170 

11.83 

(vi) Services 

SO 

— 

SO 

3.48 

(vii) Trades . 

60 

80 

140 

9.74 

(viii) Transports 

42 

75 

117 

8.15 

(ix) Miscellaneous 

50 

64 

114 

8.00 

Sub-Total 

282 

309 

591 

41.20 

Percentage 

(19.67) 

47.72 

(21.53) 

52.28 

100.00 

— 

Grand Total 

661 

775 

1476 

100.00 

Percentage 

46.02 

53.98 

100.00 



N.B. Figures in brackets denote the percentage to the 
total population. 


It is evident from Table 3 that46.02percentof the 
population is dependent on the main occupation out 
of which 26.35 per cent is dependent on agriculture 
and the rest 19.67 per cent Oil non-agriculture. Like¬ 
wise 53.98 per cent of the total population is dependent 
on subsidiary occupations out of which 21.53 per 
cent are in non-agriculture and the rest 32.45 per cent 
in agricultural occupations. It will also be seen that 
out of the total population depending on agriculture 
only 44.85 per cent depended on it as the main 
occupation white non-agricultural activities were the 
main occupation for 47.72 per cent of the persons 
engaged in them. 


Land Utilization 

i 

The total geographical area of the village is about 
425 acres of which 330.59 acres or 77.71 per cent is 
under cultivation. The double cropped area is very 
small accounting for 6.33 per cent of the net area 
sown or 4.94 per cent of the total geographical area. 
This is because the village is just near the river Ganga 
and usually in the rainy season mostly the crops are 
flooded; and hence, the double cropped area does not 
increase. Land put to non-agricultural use was 10.28 
per cent. Barren and uncultivated land and ^d 
under miscellaneous trees, groves etc, accounted 6.50 
and 4.45 per cent respectively. Thus, on the whole 
82.71 per cent of the total area was gross sown area. 
The details about the pattern of land utilization are 
given in Table 4. 


Table 4 

PATTERN OF LAND UTILIZATION 


S.N. Particulars 

Area in 

acres 

Percentage 
to total 

area 

1. 

Forests 



2. 

Land put to non-agricultural 
use 

43.68 

10.28 

3. 

Barren and uncultivated land 

27.65 

6.50 

4. 

Permanent pasture and graz¬ 
ing land. 



5. 

Miscellaneous trees, groves, 
etc. 

18.89 

4.45 

6. 

Cultivable waste 

4.27 

1.06 

7. 

Current faUow 

57.00 

13.41 

8. 

Other hdtow 

5.00 

1.30 

9. 

Net area sown 

330.59 

77.71 

10. 

Double cropped area 

20.93 

6.33* 

11. 

Gross sown area 

351.52 

82.71 

12. 

Geographical area 

425.08 

100.00 


*Double cropped area is as percentage to net area sown. 


Irrigation 

The chief sources of irrigation are wells and tube- 
wells. The method of lifting water is through ‘mote’ 
and wing baskets. Out of the total cultivated arM 
26.89 per cent was under irrigation. TubeWells 
accounted 52.60 per cent of the total irrigated area; 
whereas, wells and tanks etc accounted for 42.30 and 
5.10 per cent respectively. 

Soil and Rainfall 

The soil is predominantly loam along with patches 
of clay. The soil is fertile in general and can grow 
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Tabu 5 


CLASSinCATTON OF IRRIGATED AREA IN THE 
VILLAGE 


S.N. Sources 

Number 

Area in acres 

Percentage 

1. Welb 

27 

yisi 

42.30 

2. Tube-wells 

2 

48.19 

52.60 

3. Tanks etc. 

2 

3.79 

5.10 

4. Canals 

— 

— 

— 

Total 

— 

89.92 

100.00 


both rabi and kharif crops. The most decisive factor 
iti Indian agriculture is rainfall. Indian agriculture 
is largely dependent on rainfall. In this area, rains 
generally start in the middle of June but rainfall is 
very irregular and uncertain in nature. It is found that 
the maximum rainfall occurs in the months of July, 
August and September which account for about 80 
per cent of the total rainfall. 

Cropping Patter 

The main crops grown in the village are wheat, 
barley, maize, bajra in cereals, grrm, pea, arhar in 
pulses and potato, tomato, etc in vegetables. 
Table 6 shows the cropping pattern of the village. 

Table 6 reveals that kharif crops occupied 50.8 per 
cent area whereas rabi occupied 49.02 per cent of the 

Tabu 6 

AREA UNDER DIFFERENT CROPS IN THE VILLAGE 

S,N. Crops Area In acres Total Percert- 

. . tttge to 

total 

Irrigated Un-lrri- 
gated 


A. Kharif : 


1. 

Jowar 

— 

11.02 

11.02 

3.13 

2. 

Bajra 

— 

11.31 

11.31 

3.22 

3. 

Jowar X Arhar 

— 

10.96 

10.96 

3.12 

4. 

Bajra X Arhar 


58.54 

58.54 

16.65 

5. 

Maize 

— 

31.12 

31.12 

8.85 

6. 

Arhar 

— 

6.30 

6.30 

1.79 

7. 

Urd . 

— 

1.02 

1.02 

0.29 

8. 

Supreane (ratoon) 

i.OO 

— 

1.00 

0.29 

9. 

Vegetable 

— 

19.99 

19.99 

5.69 

10. 

Sunhemp 

— 

23.28 

23.28 

6.62 

11. 

Jowar (fodder) 

— 

2.37 

2.37 

0.67 

12. 

Non food crops 

. — 

2.31 

2J1 

0.66 


Sub-Total 

1.00 

(0.29) 

178.22 

(50.69) 

11921 

50.98 


B, Kidili 





13. 

Wheat 

8.27 

4.23 

12J0 

3.56 

14. 

Wheat H-Barley 


0.39 

0.39 

0.14 

15. 

Barley 

3.65 

6.09 

9.74 

2.77 

16. 

Mixed crops 

33.09 

64.54 

97.63 

27.78 

17. 

Pea 

2.10 

4.08 

6.18 

1.73 

18. 

Potato 

15.39 


15.39 

4.38 

19. 

Vegetable 

6.45 

1.07 

7.52 

2.14 

20. 

Spices 

0.85 


0.85 

0.24 

21. 

Sugarcane 

2.02 


2.02 

0.54 

22. 

Nenua 

20.08 


20.08 

5.72 


Sub-Total 

91.90 

80.40 

172.30 

49.02 



(26.1.S) 

(22.87) 




Grand Total 

92.90 

258.62 

351.52 

I00.C0 



(26.44) 

(7.3.56) 




N.B. Figures in brackets denote perctnlage to total culti> 
vated area. 


total area cultivated. The irrigated area for the kharif 
crops was negligible while for rabi it increased to 26.15 
per cent and the rest 22.87 per cent of the total culti¬ 
vated area was unirrigated. Table 6 also shows that 
vegetables including potato, tomato, nenua etc, covered 
62.98 acres or 17.92 per cent of the cultivated area. Cn 
the whole, irrigated and unirrigated aieas cerstituUd 
26.44 and 73.56 per cent respectively cf the total cul¬ 
tivated area. The percentage of area under different 
classes is given in Table 7. 

Tabu 7 

AREA UNDER DIFFERENT TYPES OF THE CROPS 


S.N. Particulars 

Area la acres 

Percentage 

1. Cereals 

75.69 

21.53 

2. Pulses 

13.50 

3.84 

3. Veptables 

62.98 

17.92 

4. Mixed crops 

167.52 

47.66 

5. Miscellaneous 

31.83 

9.05 

Total 

351.52 

100.00 


N.B. (1) bCxed crops indude the mbeture of wheat-f 
barley + jowar + arhar, bajra + arhar etc. 

(2) Miscellaneous includes sugarcane^ sunhenq), 
jowar (fodder), spices and other non-food crops. 

It is evident from Table 7 that the percentage 
under cereals was 21.53 while for pulses and vege¬ 
tables it was 3.84 and 17.93 per cent respectively. The 
maximum area was under mixed crops and thus it 
accounted for 47.66 per cent. The area under mis¬ 
cellaneous crops accounted for 9.05 per cent of the 
total cultivated area. 
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Gleanings from the Press 



WITHDRAWAL OF INTERNATIONAL 
PHILANTHOPY 

Unctad II is not merely on the ‘verge of failure’, 
it has failed indeed, there never was any question of 
its success, it was stillborn. 

The failure will not be of the UNCTAD alone, 
but of a very much bigger undertaking. What the 
conference has been engaged in is only a part, a techni¬ 
cal aspect of the whole complex of economic rela¬ 
tions between the great and wealthy Western Powers 
on the one hand, and the economically backward 
countries of Asia and Africa on the other. Since 
the end of World War II these relations have been 
built up on the basis of international philanthropy, 
may be tempered by an intelligent and generous 
appraisal of national interest. The whole concept 
of this intcinational philanthropy is now in a 
revisionist phase, or in simple words, the Western 
Powers are having doubts and second thoughts on 
the efficacy of economic aid. 

Even the emergence of the revisionism is giving 
rise to anger and sullen mutterings among the so 
called underdeveloped countries and if the Western 
unwillingness about aid makes further headway there 
will, no doubt, be screams of rage. It will be a sor¬ 
did quarrel arising out of the initial simple minded¬ 
ness of the Western countries and it will further 
embitter the relations between the nations of European 
origins and non-Europeans which arc already under 
severe strain from the extreptely sensitive and in¬ 
flamed nationalism of the latter. If the imperialistic 
economic exploitation of the non-European peoples 
by the Europeans generated hatred, the refusal of 
the Europeans to be economically exploited by the 
non-Europeans will, in its turn, create even greater 
hatred. 

All the so called underdeveloped countries, in¬ 
cluding India above all should take note of the 
posibility of a common policy of all Western count¬ 
ries against all non-European countries. The anti- 
European chauvinism of the latter countries cannot 
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be one sided and it may provoke either a full fledged 
theory of the White Man’s burden or of the White 
Man’s untouchable. All over-clever Indians should 
take warning that the cards are not all in their hands. 
We should play the real card which is self-help and 
enterprise. 

Nirad C. Chaudhri, 
ne Hindustan Times , March, 17 1968. 


THE LANGUAGE PROBLEM 

Inasmuch as Hindi has been accepted as the official 
language of the Union, there can be no escape for 
the non-Hindi speaking people from having to acquire 
at least a working knowledge of Hindi if they are to 
have their legitimate share in the Central adminis¬ 
tration. The Madras Assembly resolution which 
was sponsored by the DMK Government, that 
English alone, and not Hindi, should be the official 
language, has no sense of reality about it, and un¬ 
fortunately it will have the effect of misleading the 
people, particularly young men. Anyone with 
nationalistic feelings and faith in the unity of the 
country cannot conceive an idea like this. And 
under the Official Language Amendment Act, English 
is to continue indefinitely as the official language 
along with Hindi. Therefore, apart from serving 
as a world link, English is also to be the official lan¬ 
guage as long as the non-Hindi States want it. The 
Hindi people, therefore, would have to consider the 
national interest before they involve themselves in 
an anti-English campaign. 

Coming to the three-language formula I would 
certainly insist that it should be earnestly implemented 
throughout the country. The contention that it will 
be an undue burden on the students in the schools 
has no force at all. In Tamilnad, even under the 
three language formula, we have all along been putt¬ 
ing the second and the third languages as optional 
so that in place of English any other modern language. 


35 



and in place of Hindi any other language is permitted. 
This is with a view to avoiding the sense of allergy 
particularly to the compulsory study of Hindi. But 
as a matter of fact, the bulk of students in the secon¬ 
dary stage in Tamilnad have been of their own accord 
taking up Hindi and quite a good number of them 
had been scoring 35 per cent and some even 50 per 
cent marks in the Hindi examinations. This does 
show that there arc Tamil students who, realising the 
benefit, study Hindi of their own accord. 

But by the resolution of the Assembly sponsored 
by the DMK Government, the teaching of the third 
language has been peremptorily stopped. Since 
February 5 last there has been no teaching of Hindi 
and it has been childish and indecently claimed that 
the war against Hindi has been won. If there is no 
provision in the schools for teaching Hindi, those 
students who do want to study Hindi for their own 
benefit are deprived of a fundamental right. Under 
the decree of the DMK Government those whose 
mother-tongue is not Hindi cannot study that lan¬ 
guage. There is also the anomaly under the decision 
abolishing the teaching of the third language that a 
Hindi student in Madras cannot study Tamil as the 
third language. Similarly a Tclugu or a Malayalam 
student in Madras taking his mother-tongue as the 
first language cannot study Tamil, nor can a Telugu 
or Hindi student in Madras taking Tamil as the first 
language study his own mother-tongue as the third 
language. I do hope the DMK Government and the 
State Legislature will dispassionately go into these 
aspects and reconsider their decision. 

■ M. Bhaktavatsalam, 
The Indian Express, March 23, 1968 


THE ISSUE AT STAKE 

By virtue of their predominance in the seven-party 
Coalition Government in Kerala, the Communists 
seem to be determined to precipitate the Centre- 


State relation crisis.... Time out of number they have 
accused the Centre of ’discrimination’ against the non- 
Congress Governments for not supplying suflScient 
foodgrains at reasonable prices. 

The State budget for 1968-69 gives substantial 
indications that the Kerala Government is in a mood 
for a fight against the Centre. 

Although a new colour has been given to the food 
subsidy issue by the Kerala Government, it has not 
cropped up for the first time. Actually, it had been 
an instrument, or rather it was made as such by the 
State Government, when the Centre had suggested 
the State Government to raise the price of rice. The 
State Government refused to accept the suggestion 
simply because it was an unpopular measure. It sold 
the rice at the existing prices and- demanded from 
the Centre to makeup the balance by way of subsidy. 
But since the Central Government had taken the 
decision as an all-India policy, it could not show any 
favour to Kerala alone. 

Mr. Namboodripad has already threatened that 
if the Centre did not agree to reimburse the price of 
rice, most of the developmental work in the State 
would come to a standstill. “The Centre’s move to 
raise the price of rice has put the State between the 
devil and the deep sea,’’ he added. 

Significantly, none of the other constituents of the 
coalition government has come out openly in support 
of the case made out by the Chief Minister and the 
Finance Minister. There, however, exists a feeling 
among the non-communist parties that the price of 
rice should be raised to cover at least partly a part 
of the deficit and to provide money for other schemes, 
instead of bringing the Centre-State relations to an 
impasse. But the Communist leaders, as a part of 
their all-India strategy, prefer to [put as much 
pressure on the Centre as possible. The miracle 
pill of ‘blame the Centre’ comes to their rescue to 
cover up their failures and as a remedy to all the 
maladies. 

Thought, March 23, 1968. 
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Book Reviews 


Monetary Policy and Economic Development in 
India, K.M. Patnaik, pp. 284, S. Chand and Co., 
Rs. 15. 

Originally written as a doctorate thesis, the core of 
this book is an analysis and evaluation of the 
monetary and credit policy of the Reserve Bank of 
India and of the role of the scheduled banks in credit 
availability, during the first two Plan periods. The 
author has, no doubt, drawn on a large canvas and 
made use of an elaborate introduction as a spring¬ 
board. In the subsequent chapters, he has put in juxta¬ 
position the Reserve Bank of India’s regulatory mone¬ 
tary policy as against the developmental; he has also 
analysed the working of the scheduled banks vis-a-vis 
their credit policy in regard to agriculture, small-scale 
industries and major industries. Although critical 
on occasions, fhe impression that the author leaves is 
that under the circumstances obtainable in India 
where a large non-monctised area still persists 
thwarting all attempts at control and regulation and 
therefore the complete success of any centralised 
monetary policy, the credit institutions have done 
rather well. 

The pity of such a book, irrespective of its merits, 
appearing at this time, is that we have travelled a long 
way since the period dealt within it. A fierce contro¬ 
versy is now raging which puts not only the Reserve 
Bank but all the credit institutions in the dock to know 
more about their role in the economic growth of India. 
No doubt, partisan views do take away much of the 
merit of any such fresh assessment. Seldom are 
right questions put and consequently seldom do right 
answers follow. The inadequacy of a banking struc¬ 
ture, against the total credit requirements at any given 
time, is not peculiar to India. Hie fundamental 
point here is the inadequacy of saving and, next alone, 
to some extent, the failure of the banks to mop up 
whatever is saved for productive purposes. It is 
entirely another issue if the credit structure and policy 
are deliberately vitiated to serve any one particular 
sector of interest, whose out of proportion growth 


vis-a-vis the other sectors may not be desirable for 
several reasons. But then„crcdit does not stand alone, 
it is allied to and grows out of the Government’s 
industrial policy, investment preferences and liccrsing 
system. Ultimately, it is also a fact that banking 
thrives on the depositors’ confidence. 

^us sketched, the present line of public thinking 
just brings out how the book, however competent in 
its own period of study and style of analysis, stops 
short of the need of today which is a well-informed 
criticism, based on incontrovertible facts, of what has 
been done by the Reserve Bank and other banks, in the 
given conditions of India, so that we can have a true 
balance sheet of their achievements and failures 
sans the usual window-dressing. 

N.R. Gopalakrjshnan 


Foreign Trade Review, UNCTAD-II Special Number, 
Indian Institute of Foreign Trade, Editor, Hartirath 
Singh, Price Rs. 5. 

The recent UNCTAD conference at New Delhi is 
by far the biggest international meet in India or else¬ 
where. It was, therefore, natural that a number of 
newspapers and journals brought out Special Numbers 
to commemorate its inauguration. Special mention 
in this context may be made of Foreign Trade Review, 
quarterly journal of the Indian Institute of Foreign 
Trade (IIFT). The contributors to its UNCTAD-II 
Special Number constitute a galaxy of writers from all 
the major regions of the world. Trade being a subject 
of international interest and the UNCTAD being 
important to developed and developing countries 
alike, it was but meet and proper that the IIFT’s 
q[uarterly journal drew on the best talents in the 
world for this souvenir. 

The Special Number opens with an exhaustive 
article by Dr. Raul Prebisch, Secretary-General, 
UNCTAD. In this article. Dr. Prebisch covers 



succinctly the entire gamut of issues before 
UNCTAD-ff and what the developed and 
developing countries can do to make it a success. 
This is followed by a 21-page article by 
R.K.A. Gardiner, Executive Secretary, Economic 
Comission for Africa, regarding Africa’s interest in 
UNCTAD. This article is almost a miniature ency¬ 
clopaedia on Africa’s stand and stance at the current 
UNCTAD conference. In a brilliant article, Dr. 
Arthur L. Peterson, President, American Institute for 
Foreign Trade, anticipates the contribution of the 
United States of America to the growth of developing 
countries in the context of the USA’s current balance 
of payments difficulties, her food aid programmes, 
the OECD resolution on preferences for the exports 
of developing countries, and America’s insistence 
on self-help as a precondition of growth. Dr. Peter¬ 
son rightly points out that the motivations behind 
American economic assistance programmes have been 
“humanitarian as well as political and economic; 
idealistic as well as pragmatic.’’ (Emphasis ours). 

A research paper on the terms of trade of less devel¬ 
oped countries by Dr. Theodore Morgan of Singapore 
University is remarkable for a scientific analysis of 
the vexed problem of terms of trade. Dr. Morgan 
has punched some holes in the thinking of those who 
contend that there has been a deterioration in the 
terms of trade of developing countries and that it is 
necessarily bad. Dr. Morgan rightly points out that 
the concept of income terras of trade is more impor¬ 
tant than the commodity terms of trade from the view¬ 
point of the Finance Minister. 

Dr. D.K. Rangnekar’s article is a strong plea for 
a foreign economic policy for the developing countries. 
His warning to the UNCTAD Secretariat for its 
emphasis on foreign assistance, his call to developing 
countries to get together in economic collaboration and 
his appraisal of the motivations behind international 
economic assistance progranunes are matchless in 
description and diction. Dr. Ignacy Sachs, the Polish 
economist so popular in Indian economic circles 
because of his close associations with India, reminds 
the developing countries, that regional economic 
groupings are after all not a penacea for their ills. 
He prefers import substitution to export promotion, 
because the former makes a country self-reliant. He 
argues strongly for a ban on imports of luxuries, 
strict controls on foreign trade and foreign currency 
operations, and cooperation among two or more 
developing countries in the form of long-term 
commercial agreements. 


An article, almost at the tail end, examines the role 
of .shipping conferences in promoting trade of devel- 
opingcountries. Based on an IIFT study, OceanFreight 
Rates and India's Exports, it probes into the practices 
of shipping conferences and concludes that they are 
outdated and out of tune with the efforts of the shippers 
to expand their trade operations. It sees no inherent 
conflict between the interests of the conference lines 
and shippers and gives practical suggestions, for the 
overhaul of conference lines in the broader context of 
trade development. Some other notable contributions 
in the Special Number are by Dr. Benjamin Higgins, 
a well-known author and economist; Ludwig Rude!., 
Chief, Export Promotion Division US-AID Mission 
to India; U Nyun, Secretary-General, UN Economic 
Commission for Asia and the Far East; and H.D. 
Shouric, Director-General, Indian Institute of Foreign 
Trade. 

The UNCTAD Special Number of Foreign Trade 
Review is indeed a worthy souvenir of the historic 
UNCTAD conference recently held in New Delhi. 
The range of the subjects discussed, the depth of the 
individual studies and the stature of the authors 
contributing them, make it a very useful addition to the 
literature on the trade and growth problems of devel¬ 
oping countries and on the need for a global strategy 
for their rapid development. 

S.S. Ahluwalia 


ANNOUNCEMENT 

This is to inform all our subscribers 
that with effect from April 1,1968 the 
annual subscription to the Economic 
Review will be Rs. 10/- (inland) and 
Rs. 20/- (foreign) and the price per 
copy will be 60 paise. 

PnbUcadons Department 
All India Congress Conmdttee 
7, Jantar Mantar Road 
New DeUd-l. 
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The Speakers* Conference 


There is no conference in recent days which has c\oked more' 
appreciative comment in press and otherwise than the Con¬ 
ference of Presiding Officers held on April 6-7. Its decisions 
have been widely welcomed. The lead was given ty Dr. Sanjiva 
Reddy, the Speaker of the Lok Sabha in the lucid analysis he 
gave of some issues which vitally affect the working of democracy 
m our country. 

It is only in the recent past that certain issues relating to the 
functions and powers of speakers, governors and chief ministers 
have cropped up. It has been widely thought that speakers, 
governors and chief ministers are distinct offices with distinct 
spheres of activity and there should be no room for any serious 
ambiguity. The fourth general election, however, changed the 
political landscape in the country. Quite a number of uneasy 
coalition governments came into being. A coalition government 
consisting of two or three or even four parties is an understand¬ 
able and often enough a practicable proposition but when a coali¬ 
tion government consists of as many as ten, even more groups 
including Independents it is futile to expect much unity, discipline 
or cohesion. Also many awkward and difficult situatiens, as 
we know from experience, are created for the people. The 
opposition in its desire to improve matters or correct what it 
feels are blatant wrongs wishes to replace it. This struggle has 
not left the speakers and governors untouched. Situations arose 
in which they felt themselves called upon to play an important 
and sometimes a decisive role. They took a few decisions which 
proved controversial. This controversy has not ended. It was in 
the midst of this controversy that the conference of presiding 
officers of Lok Sabha and State Assemblies was held and it did 
some serious thinking on the new issues before our democracy. 

Dr. Sanjiva Reddy opened the conference with an incisive 
analysis of these issues. As Speaker of the Lok Sabha it could 
have been feared that Dr. Reddy would, in elucidating the posi¬ 
tion of the Speaker, might exaggerate his powers but he did no 
such thing. He was in fact at pains to emphasize the limitations 
of his own power and authority as Speaker. His business as 
Speaker was to see that the Le^slature fiinctioned and did its 
job in the framework of rules and procedures it itself laid down. 
The conference in a similar fashion interpreted the powers of 
the governor. The supremacy of the legislature was emphasised 
at the expense of both the Speaker and the Governor. 

We may not go into each individual case in which the role or 
powers of the governor or the speaker or the Chief Minister 
were called into question. What w pertinent to emphasise is 




the need to make a survey of the turbulent scene, to 
analyse the issues coolly and objectively, pinpoint 
the possible past errors of judgment and chalk out 
a clearer and more correct course for the future. 
We have seen that each case of the use of powers 
by the speaker or the governor or the chief minister 
in certain special circumstances had led at times to 
bitter and acrimonious controversy. The current 
situation in U.P. is a fresh case. 

It is necessary in a democracy that speakers and 
governors carry out their functions in a non-contro- 
versial atmosphere. Great dignity attaches to their 
office. This dignity is best preserved when it is raised 
above the din and strife of political life. It is not 
easy when we have one Parliament but some 18 
State Legislatures in the country. What happens in 
one State affects others but there is always a new el¬ 
ement in each fresh situation that arises. It is not easy 
to cover all situations tmder the umbrella of any 
one set of rules or interpretations of relevant provisions 
in the Constitution. 

We have no difficulty in agreeing with the broad 
approach of the Speakers’ Conference to the issues 


which havenow come to the fore relating to the exercise 
of authority by important functionaries at the State 
level. The Conference has emphasised the need to 
evolve appropriate conventions. It is here thW 
difficulties will crop up. The first need is that the 
Home Ministry give careful thought to the conclusions 
a body of responsible men has arrived at. The Home 
Ministry may not reach firm conclusions of their own 
without first letting the country know the direction 
in which their mind is working. Our democracy is 
passing through a difficult, in fact, a turbulent phase. 
In the next phase whether turbulence would increase 
or decrease partly depends on the conventions we now 
evolve. 

The Conference has rightly brought to the fore the 
question of defections. It is no simple problem, but 
the one hopeful feature is that the public mind is 
getting more and more aware of the sinister implica¬ 
tions of defections. Any step to check this new evil 
is warmly welcomed by it. 





Notes and Comments 


DR. MARTIN LUTHER KING 

Martin Luther King, a Nobel Laureate of Peace, a 
chatniNon of equality of rights between the whites 
and the blacks in the U.S.A., a great liberal, a votary 
of non-violence, Jin American of world stature is 
dead. He was assassinated by a white racist. Ihc 
Son of Man has once again been nailed to the Cross, 
it was so when Lincoln was killed. It was so when 
Gandhiji was murdered. The martyrdom of Marlin 
Luther King has a parallel in the martyrdom of 
Gandhi. Martin Luther King considered Mjihatma 
Gandhi as his mentor. He frankly patterned his 
struggle for equality between the blacks and the whites 
in America on Gandhian lines and adopted the Gan- 
dhian technique of non-violence to counter racial 
arrogance and violence of the whites in America. 
Like Gandhiji, Martin Luther King was a revolu¬ 
tionary. Both brought the masses of their people 
into the picture in the struggle against injustice. Both 
taught their people to resist violence with non-vio¬ 
lence and to stand up to injustice and sjiy ‘No’. Martin 
Luther King believed in restraint and modera¬ 
tion. He had tremendous influence. The Negro 
in America thought largely in terras of Dr. King’s 
Why We Can't Wait. The pace may now be set by 
James Baldwins The Fire Next Time. 

Among those for whom he fought were impatient 
militants who believed that Dif. King’s methods were 
too gentle and hence ineffective. They would like to 
oppose black power to white power. To the white 
racists in America, Dr. King was not a man of peace 
but one of subversion and to them subversion was no 
made.respectable by an insignificant detail that it is 
noft-violcnt and peaceful. White impatience with 
Dr; King has removed from America the only man 
who could, have restrained the negroes. 

President Johnson has appealed to his people to 
maintain pease. But within minutes of the murder 
of Dr, King violence has broken out,. Unless the 
white backlash egn be controlled.it w0] engulf the 


whole of America. The martyrdom of Dr. King 
has to be redeemed in the very interest of the Ame¬ 
rican people as a whole. The idea of non violent in¬ 
tegration of the blacks and whites cannot be allowed 
to die. it has to be kept aliw. Dr. King is dead 
but his message and work must go on. 


PRESIDENT JOHNSON’S DECISION 

President Johnson's decision to dc-escalaie the war 
in Vietnam and not to stand for re-election for Presi¬ 
dentship reflects the strength of public cpinion in 
the United States which was getting increasingly 
restive with the policies pursued both at heme and 
abroad. It would be futile to go into the personal 
motives which compelled the President to take Uus 
fateful decision. 

An analysis of the objective factors which ccmpell- 
edt hese decisions would be revealing. Pre.ssure ficm 
the actual military situation in Vietnam, tlic strain 
on the dollar, the deepening crisis within America 
and the growing pressures must have been some of 
the factors which weighed w ith the President in taking 
the decisions. 

The decision to dc-cscalaie the war in Vietnam 
though a limited one has opened up the prospect 
of peace in that war torn country. The pros¬ 
pects of a negotiated settlement would have been 
brighter had the President decided to halt the bombing 
completely. But then this would have interpretted 
as surrender. Hjinoi too has made a positive hut 
limited response. It has not spurned the offer out¬ 
right. It has agreed to talk it over with Washington. 
This is not an all together unpleasant prospect for 
those who desire peace in Vietnam. A beginning has 
already been made. It is something to build on and 
should both sides be willing to exercise restraint a 
negotiated settlement in Vietnam may not be 
difficult. 
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HEFTY BLOW AGAINST DEFECTION 

Floor crossing and defections resulting in toppling 
of governments assumed alarmingly serious propor> 
tions after the fourth general election and threaten 
to erode the very basis of parliamentary democracy 
in India. In most cases the defectors were rewarded 
with ministerial positions. This had put a premium 
on defection. But now the game seems to be up and 
its dangers are being realised. 

The Congress Parliamentary Board in selecting 
the Party's candidates for the elections to be held in 
Haryana in about a month’s time has decided not to 
give tickets to defKtors even when they have 
returned to the' Congress fold. It has also preferred 
members who remained loyal to the organisation 
despite its being ousted from power. Defectors to 
the Congress from opposition parties have also not 
been encouraged by being rewarded. This shows the 
seriousness with which the central leadership of the 
Congress is trying to tackle the problem of defec'ion. 
The selection of candidates also shows the desire of 
the leadership not to come to terms with faction 
leaders who were responsible for defection. Local 
pressures have not been allowed to prevail. Group- 
ism is being discouraged. 

The stand taken by the Congress Parliamentary 
Board is a highly principled on which has a wider 
significance on a broader canvas. It will provide 
guide lines for selection of candidates in other mid¬ 
term polls. But more than that the Congress has 
given a commendable lead in curbing defection. 
Should other political parties also take up a similar 
stand on the question of defection, defectors will be 
at a discount and those who indulge in this game 
will realise its futility. If the major political parties 
come to a voluntary agreement the defectors can be 
isolated. 

These are healthy precedents. They could add 
up to healthy political conventions. Together with 
the efforts that arc being made by the Home Ministry 
m this direction it should be possible to cleanse 
political life of an evil which threatens to erode 
parliamentary democracy. The Congress as the 
largest political party has given the lead. In what 
way the decision of the Parliamentary Board will 
affect the prospects of the Congress during the Haryana 
elections is too early to say. But this in no way 
detracts from the intrinsic merit of the decision which 
has a much wider significance which transcends 
well beyond the problem in Haryana and is of 
oobafderable political significance at an all India 


NEW IMPORT POLICY 

» 

The new import policy is need based and production 
oriented. Needs, however, change in a changing 
context. The policy has be^ framed in the context 
of bleak prospects for foreign aid and of the failure 
of exports to pick up after devaluation. The new 
policy while maintaining its continuity with the past 
introduces refinements aimed at making it a more 
efficient instrument for export promotion and import 
substitution. 

Figures for import licences issued in 1967-68 
were lower than those for the previous year. How 
far this reflects an increase in domestic production 
of substitutes is difficult to say. But the general 
impression prevails that import substitution was 
given the go by after liberalisation of imports 
following in the wake of devaluation. In the latest 
announcement the Government’s commitment to 
import substitution is reaffirmed. The policy has been 
so framed as to stimulate and diversify indigenous 
production. The administrative machineiy is being 
made more responsive to a fast changing situation. 

The link up between exports and imports is another 
welcome feature. There l^. a judicious mixture of 
rewards and penalties. Both arc related to perfor¬ 
mance. Ten priority industries will be ccmpellcd to 
export at least 5 per cent of their production on pain 
of having their import requirements curtailed. The 
target is a modest one whieh the industry can easily 
reach provided it makes a vigorous attempt to reduce 
costs. There are attractive rewards for industries 
which export 10 per cent or more of their production. 
They will have facilities for importing all the raw 
materials they need from sources of their choice. 
They will also have facilities for further expansion. 
The policy provides for advertisement before import¬ 
ing for imports of plant and machinery valued at 
Rs. 7,50 lakhs or more. There is a similar provision 
in the case of steel forgings and castings valued at 
Rs. 50,000 or more. This stems frem a desire to 
diversify domestic fabrication and will reduce idle 
capacity. It will encourage import substitution. 

No policy can provide in advance against every 
anticipated abuse. Licences already issued cannot 
be immediately cancelled. It is possible that more 
goods may be imported than are required to supple¬ 
ment domestic production. It is also possible that 
those goods which are domestically produced continue 
to be imported. The tariff mechanism and other 
administrative devices will be used to djscourage 
unwanted imports. 

(Continued on page 9) 
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Pharmaceutical Industry 


Asoka Mehta 


The Indian pharmaceutical industry today occupies 
a position of pride among the country's industries 
by virtue of its contribution to both the economy and 
the health of the nation. It is ever changing and 
advancing with the new knowledge it imbibes from 
abroad as well as through its own research. The 
value of its output is the highest among the country’s 
chemical based industries. From a mere processing 
industry which it was barely 20 years ago, it has now 
grown and attained the status of a major industry 
producing most of the basic drugs and pharmaceuti¬ 
cal chemicals. There arc as many as 2,200 units of 
varying sizes, about 5 per cent of which are in the 
organised sector. The gross capital employed by 
this industry is estimated to be Rs. 510 crores which 
will increase, substantially in the coming years. The 
total value of its annual output which was barely 
Rs. 12 crores during 1948, has, by 1967, reached about 
Rs. 185 crores. While depending to some extent on 
imported intermediates and basic drugs it also ex¬ 
ports a wide range of intermediates as also finished 
drugs produced from indigenous raw materials. The 
imports and exports of this industry during the last 
three years are given in Table 1: 


Table I 

VALUE OF EXPORTS AND IMPORTS 


SI. No. Year 

Value of eji^rts 
(in rupees crores) 

Value of imports 
(in rupees crores) 

1. 

1965-66 

3.05 

14.41 

2. 

1966-67 

3.75 

22.88 

3. 

1967-68 

4.00 

27.00 


(estimated) 


The import of basic drugs and intermediates alone 
will constitute less than 10 per cent of the total value 
of production of the industry. The value of basic 

Shri Asoka Mehta is Minister of Petroleum and Chemicals 
aiid Social Welfare, New Delhi. 

is, 1968 


drugs produced indigenously was of the order 9 f 
Rs. 18 crores in 1965 and is expected to rise to about 
Rs. 150 crores, when all the schemes drawn up for 
1970-71 are implemented. 

Drugs Manufactured 

The list ofdrugs that are now being manufactured 
from basic stages in the country include antibiotics, 
synthetic drugs, vitamins, hormones, phyto-chcmicals 
and drugs of animal origin. The production of anti¬ 
biotics comprises of Penicillin, Streptomycin, Chlo¬ 
ramphenicol and Tetracyclines. In the field of sy¬ 
nthetic drugs, sulpha drugs, anti-T.B. drugs (I.N.H., 
P.A.S., Thiacctazone), Anti-diabetics (Tolbutamide, 
Chlorpropamide), anti-dysentery drugs of oxyquino- 
linc group, anti-pyretics and Analgesics like Aspirin, 
Paracetamol etc., and anti-malarials like Chloroquine 
and Amodiaquine arc produced. In addition, pro¬ 
duction of synthetic Hormones. Vitamins. Tranqui- 
lisers, Glandular products like Insulin and Heparine 
and other drugs which were formerly cither imported 
in finished form or as bulk materials for processing 
into finished formulations in the country has been 
taken up. Production of surgeons’ requisites like 
Sutures, Adhesive tapes and Plaster of Paris bandages 
has also been established since long and the capacity 
is adequate to meet the increasing demand. 

In the field of antibiotics, production of penici¬ 
llin has over stepped the internal requirements of 
the country. With the commissioning of the anti¬ 
biotics unit at Rishikesh of M/s Indian Drugs and 
Pharmaceuticals Ltd. large quantities of antibiotics 
like streptomyocin and tetracycline will also be pro¬ 
duced and a surplus is likely to be available for ex¬ 
port, Production of various other newer antibiotics, 
some of them developed in the country, has also 
been planned and plants for their production are.being 
installed. The new antibiotics, Hamycin, and Dcr- 
mostatin, both of which have been developed by M/s 
Hindustan Antibiotics Ltd., have been leased, to 
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M/s Shermiti Laboratories of U.S.A. for exploita* 
tion ia U.S.A., Canada, South America, Australia 
and Japan. Another antibiotic, Antiamoebin having 
antiprotozoal and anthelminitic proprties is in the 
process of development. 

Phyto-Chemicals 

India with its varying climatic and soil conditions 
grows a number of medicinal plants from which 
several phyto-chemicals like Caffeine, Emetine, 
Strychnine and quinine in substantial quantities are 
extracted. Some of these have also entered the 
export trade. Synthetic hormones based on indi¬ 
genously grown Dioscorca roots are also produced 
in adequate quantities and some of the late steroidal 
intermediates along with the finished products are 
also exported earning valuable foreign exchange. 
Special mention may be made that the production 
of hormones like Rlhinyl Oestradiol, Me.stranol, 
Morethynodrel and such other compounds which 
find use as oral contraceptive agents is also being 
taken up soon based on locally available plant mate¬ 
rials. Although the progress in this field has been 
satisfactory it must be added that a large potential 
is still awaiting development. 

Organised collection and scientific cultivation of 
medicinal plants arc essential for the growth of the 
phytochemical industry and this requires the setting¬ 
up of a number of experimental farms to develop 
strains which yield a high content of active principles 
as well as seed farms to provide adequate planting 
materials of the required strain for commercial culti¬ 
vation. Some of the units have organised such farms 
and scientific cultivation of the medicinal plants has 
made satisfactory progress. Extraction units for 
isolating the active principles arc also coming up. 

In the field of vitamins, production of Vitamin 
A based on Lemon grass oil, Vitamin Bi 2 > Vitamin 
C and Nicotinic Acid and its amide has been estab¬ 
lished and their production is more than adequate to 
meet the country’s demands. Production of Vita¬ 
min Dj and D 3 has also been taken up recently and 
other vitamins like B^, 63 and folic acid will also be 
produced shortly at the Synthetic Drugs Unit of the 
Indian Drugs and Pharmaceuticals Ltd. 

Coordinated Research Activity 

The need for a coordinated research activity for 
carrying out research in this specialised field has been 
well recognised and some of the units have already 
set up large research establishments. More and 


more units are now setting up independent research 
units not only for improving the existing processes 
but also for developing and screening new products. 
It has been increasingly realised by major pharma¬ 
ceutical manufacturers that research is the main means 
of survival in this highly competitive business. They 
will do well to increase their investments in research. 

The Government recognises that the phaima- 
ceutical industry has certain special features which 
should be recognised in any policy to befollowcd for 
its development. Firstly it is based on continucus 
research for which acoordinated effort has to be made 
and large sums have to be spent very often without 
any return. For this very reason, the industry is inter¬ 
national which is the second and most important 
feature. The fruits of research of a pharmaceutical 
company which may be the discovery of a new and 
revolutionary drug should be made available to the 
man kind at large since the aim of the industry is to 
fight and root out disease. In such a scheme of 
exchange of know-how it is necessary to provide 
a guaranteed return to the discoverer of the medicine. 
This is done in many ways. We have the patent 
law under which any such new product can be patented 
giving an exclusive right to the patentor fora certain 
period. The patentor can also part with the know¬ 
how to other parties on payment which may be in 
a lumpsum or in the form of a recurring royalty 
calculated ad valorem. A new Patent Law is likely 
to be enacted very soon and the Bill is already before 
the Parliament. Some views have been expressed 
by leading pharmaceutical manufacturers regarding 
the provisions in the new patent legislation in so far 
as pharmaceutical industry is concerned and these 
have been carefully considered and to the extent 
possible accommodated by the Government. 

Price Control on Drugs 

Another area where the pharmaceutical industry 
is repeatedly representing for a review is the price 
control on drugs. The prices of all drugs as defined 
in the Drugs and Cosmetics Act, 1934 arc today re¬ 
gulated under the Drugs Prices (Display and Control) 
Order, 1966 issued under the Essential Commodities 
Act, 1955. This Order seeks to maintain t^ie price 
levels at those shown in the price lists of the various 
pharmaceutical companies as on the date on which 
the order came into force, viz., June 30, 1966. Any 
pharmaceutical company can increase the price of 
its products only with prior Government aiq)rovaI. 
Similarly for any new product it wishes to introduce 
it has to obtainthe Government approval for jhrices. 
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The retail price has to be stamped on the container. 
The particulars required for price approval have to be 
furnished to the Government in a prescribed form. 
0.1 a representation from the industry the Govern¬ 
ment of India amended this Order on the September 
19, 1967 to provide that new drugs which are pro¬ 
ducts of original research are marketed by the com¬ 
panies without prior price approval from the Govern¬ 
ment on condition that information about the prices 
is furnished to the Government in the prescribed form 
simultaneously so that the Government can order 
a revision of the prices if necessary within a period 
of four months from the date of receipt of the infor¬ 
mation. The industry does not appear to be satis¬ 
fied with this relaxation of the price control. It has 
been pressing for a total decontrol. Unlike many 
other industries this industry caters to the needs of 
the sick and the infirm and considering the appalling 
conditions of health of the common man in the 
country, it is necessary that life saving and other drugs 
are made available to him at leasonable prices. It 
should be possible for the industry to follow certain 
accepted norms in fixing the prices. The Government 


have already made a reference to the Tariff Cem- 
mission to enquire and report on the reasonable 
selling prices of 18 important drugs. Their report 
will throw valuable light on the norms to be followed 
in the matter of price fixation. These and other 
steps could improve the., present system of price 
control. 

As regards the supply of raw materials, the phar¬ 
maceutical industry has been included in the list of 
59 industries for which the imports have been libera¬ 
lised consequent on the devaluation of the rupee in 
June 1966. Whenever any difficulty arises in the matter 
of supply of indigenous raw materials prompt atten¬ 
tion is given. There was some difficulty in obtaining 
continuous and assured supplies of methanol which 
has now been set right. Similarly after the partial 
decontrol of sugar, the pharmaceutical industry 
was not getting sugar at controlled rates and since 
the prices of drugs arc controllled. The Government 
have recently introduced a scheme by which sugar at 
controlled rates will be made available to the industry 
to meet its reasonable process and production 
requirements. 


'NOTES AND COMMENTS 
(Continued from page 6) 

MUNICIPAL ELECTIONS IN BOMBAY 

The Municipal Elections in Bombay should be an 
eye opener to the people in the country. It is no 
exaggeration to characterise the results as the ‘rout 
of the left’. The Congress has emerged as the single 
largest party in the Corporation followed by the 
Shiv Sena and the Praja Socialist Party. The Sam- 
pooma Maharashtra Samiti, an alliance of leftist 
parties which was the main opposition in the prev¬ 
ious Corporation, has fared’^siscrably. It has been 
routed by the chauvinistic Shiv Sena with its slogan 
of ‘Maharashtrians first’ in the traditionally labour 
areas in the industrial heart of the city. 

The reasons are not far to seek. The Samiti 
suffered from a sense of complacency and did not 
realise the threat which the Sena posed. It knuckled 
under the Sena’s slogans of ‘Maharashtrians first'. 
It id not want to become unpopular with the Maha¬ 
rashtrians. It adopted a short-sighted attitude. It 
failed to realise the parochial nature of the Sena and 
ite wider implications. It did not realise that a 
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movement of frustrated middle-class youth could 
become the mucleus of a fascist organisation with 
parochial overtones. History is replete with such 
instances. 

Another interesting feature is the alliance between 
the Sena and the PSP. Again history provides pa¬ 
rallels. For short-term parly gains the PSP has sacri¬ 
ficed larger interests. It has actively cooperated 
with the Sena. Here is one more instance of the 
betrayal of democracy by the social democrats. 
Short-sightedness should not have gone further. 

The Samiti also joined hands with the avowedly 
communal Muslim League. Was this not merely 
an attempt to catch votes on the basis of communal 
appeal? 

The Sena will become cmoldencd by its success 
at the Municipal polls. It will get a further chance 
to vitiate the civic life in Bombay. It will get greater 
opportunities to propagate its parochial ideology 
and to terrorise people. It is the responsibility of 
the Congress to stand between the Sena and the 
people and to safeguard the life and the property of 
the people in the city should the Sena try to terrorise 
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The New Educational Policy—Some 

Misgivings 

Ruddar Datt 


The question of abolishing English or introducing 
regional languages as media of instruction has caused 
some misgivings about the new education policy. 
The purpose of this article is to examine the argu¬ 
ments of the critica and to allay their fears so that a 
sound educational policy can emerge. 

Will University Autonomy Be Threatened? 

Firstly, it has been said that university autonomy 
would be ieopardized. It would be worthwhile to 
ask the meaning of the term university autonomy. 
Does it imply that the Government or Society has 
no right to start a dialogue with the people in the 
Universities? Does this imply that universities are 
isolated cells cut off from the society and that they 
should not vibrate with the changing notes and over¬ 
tones of the social order in which they exist? Does 
this imply that the very day a teacher is olfered an 
assignment by the Government to head a Commission 
or assist the Education Ministry, he ceases to be an 
educationist? 

Moreover, it is patently wrong to say that all 
teachers in the universities are of the opinion that the 
retention of English will either lead to national inte¬ 
gration or the maintenance of educational standards. 
It is absurd to bring in the question of university 
autonomy when a discussion about a national Edu¬ 
cation Policy is being conducted in the country. It 
concerns all and the University men should parti¬ 
cipate rather than only talk of autonomy. They should 
convince others or be convinced. If a consensus 
emerges for the introduction of regional languages, 
the question of phasing the programme can be taken 
up later. 

Sbri Ruddar Datt is Head of the Department of Economics, 
Sanatan Dharma College, New Delhi. 
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The Question of Standards 

Secondly, it is assumed that standards of education 
can be kept high only if English remains the medium 
of instruction. Nothing seems to be farther from 
truth than this assertion. It would be appropriate to 
quote the views of the Education Commission in this 
connection: 

“Learning through a foreign medium compels 
the students to concentrate on cramming instead 
of mastering the subject matter. Moreover, as 
a matter of sound educational policy, the medium 
of education in school and higher education should 
generally be the same. Prior to 1937, the position 
was at least consistent. English was the medium 
both in the upper stages of school and in college 
education. As we have rightly adopted the region¬ 
al languages as the media of education at the 
school stage, it follows that we should adopt them 
increasingly at the higher stage also.”i 

It need not be proved that standards of education 
have fallen in this country even when English was the 
mediumof instruction. In other words, it is completely 
naive to correlate maintenance of standards with the 
use of English. Other more important factors, the 
quality of teachers, teacher-student ratio in institu¬ 
tions, the physical and intellectual environment 
provided by educational institutions, the methods of 
teaching and examination should overwheigh the 
medium of communication of knowledge. One can 
rightly feel that, sufficient number of teachers are not 
competent to teach through regional languages. But 
in this connection, it would be worthwhile to point 
out that so long as the new educational policy is not 


1 Report of the RdkeaHon Conunltshri, p, 13 
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introduced, teachers wiil never make an effort 
to learn the regional languages. Those who were 
schooled through the English medium have a vested 
interest in its continuance. Quite a good number 
of teachers believe that so long as they can get 
some classes to teach in English medium, why ma^e 
an effort to learn a new language. This indolence 
on the part of the teaching community can only be 
sh'ikin by the intoduciion of regional languages in 
institutions of higher learning. 

Will Rlgionahsm Increase? 

Thirdly, it is argued that the germs of regionalism 
will fiid a convenient breeding ground in the new 
education policy. On the other hand, English is 
considered to be the symbol of national integration. 
It would be proper to examine this argument. If 
a matriculate or higher secondary qualified person 
is considered to be proficient in English (a hypothesis 
of doubtful validity) then the total number of English- 
knowing persons comes to 2 per cent of the total 
population. To consider that all educational policies 
should be directed keeping in view the interests of 
a microscopic section of the total population in the 
country is, to say the least, an unpatriotic attitude. 
M >ri3ver .those w'l.' fear thi spread of regionalism are 
precisely the persons who preach regionali.'m. They 
arc the very people who oppose the growth of a link 
language in India. If the question of the evolution 
of a link language is taken together with the change 
in the medium of instruction, as is rightly being 
done by the Education Minister, the ‘integration’ 
bogey will become figment of the imagination of 
the very few mentioned earlier. A language with 
roots in the Indian soil should be developed as the 
link language so that it can become the vehicle of 
communication of the masses and not of the select 
few. 

Mobility of Teachers and Administrators 

Another argument which is used as a lever of 
resistance against the introduction of regional lan¬ 
guages is the mobility of teachers and administrators. 
It would be of interest to quote the views of the Edu¬ 
cation Commission in this regard: 

“It has been sometimes argued that there should 
be a single medium of education at the university 
stage—English for the time being to be ultimately 
substituted by Hindi—on the ground that it would 
promote mobility of teachers and students from 


one part of the country to another, provide 
for easy communication between academic rrd 
professional men and administrators, fuither 
intellectual cooperation among the universities 
and help in other ways in developing a corporate 
intellectual life. We are inclined to thirk, on a 
balance of considerations, that this solution is not 
feasible. In practice, it will mean the indefinite 
continuance of English as the only medium of 
eduation in higher education, a development that 
we cannot support in the larger interests of the 

country-It would, therefore, be unwise 

to strive to reverse the present trend for the 
adoption of the regional languages as media of 
education at the university stage and to insist on 
the use of a common medium in higher education 
throughout the country."- 

Progress of Science and Technclcgy 

Lastly, it is argued that the progress of science and 
technology will be seriously hampered with the intro¬ 
duction of the new policy. The National Integration 
Council feels that it will instead be promoted. To 
quote: 

“The change in the medium of instruction is justi¬ 
fied not so much by cultural or political senti¬ 
ments as on the very important academic consi¬ 
deration of facilitating grasp and understanding 
of the subject-matter. Further, India’s university 
men will be unable to make their maximum possible 
contribution to the advancement of learning gene¬ 
rally, and science and technology in particular, 
unless there is a continuous means of communi¬ 
cation in the shape of the regional languages bet¬ 
ween its masses, its artisans and tecbnicirns and 
its university men. The development of talent 
in the country will also, be retarded unless region¬ 
al languages are employed as media of instruc¬ 
tion at the university stage.’’* 

To sum up, it is high time that a realisation should 
dawn in this country that the use of regional languages 
as the media of instruction and the development of 
a link language offer the best scope of developing 
the talent of the mass of the people in this country. 
To think of an educational policy catering to tbe 
needs of | per cent of the people is undemocratic 
and is is an attemp by the English-knowing people 
to dominate over the non-English-knowing. 

Mahatama Gandhi felt so strongly about the 
question of the medium that he said: 

“If I had the powers of a despot, I would today 
stop the tuition of our boys and girls through a 
foreign medium, and require all the teachers and 
professors on pain of di.smissa1 to introduce the 
change forthwith. It is art evil that needs a sum¬ 
mary remedy'* 


2. Report of the EdtieOtion Comrhtssion p.I4. 

3. Quoted by the EdueefiOP COhunission in its Report, pp. 
[13-t4. 
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People of Chhamb and Saurian—An 

Income Study 

N. S. Gupta 


The present study seeks to confine its limits only 
to one aspect—the income aspect of the entire comp¬ 
lex of socio-economic structure. It will, therefore, 
include income analysis in almost all its aspects rarg- 
ing from income composition to income distribution 
and income concentration to make some useful 
observations. 

Income Composition 

People of Chhamb and Jaurian derive their 
incom: from live heads: (/) Agriculture; (/») Business; 
(ill) Sirvicj; (tv) Labour; and (v) Other Profession. 
The comparative position under each head of income 
may be obtained from Table 1. 


Table I 

COMPOSITION OF INCOME 


S. 

Head of Income 

Amount 

Percentage 

No. 


(in Rupees) 

to total 

1 

2 

3 

4 

1. 

Agriculture 

4,37,366 

79.23 

2. 

Trade and Commerce 

39,430 

7.12 

3. 

Services (Salaries and Pensions) 37,210 

6.73 

4. 

Other Professions 

20,100 

3.63 

5. 

Labour 

18,220 

3.29 


Total 

5,52,326 

100.00 


Table 1 shows that a griculture tops the list 
of income composition. In all, agriculture contri¬ 
butes more than 79 per cent to the total income of 


Dr. N.S. Gupta is in the Post-Onduate Department, Uni¬ 
versity of Jammu and Kashmir, Jammu. 

The study is based on the Socio-economic survey of refugees 
from Chhamb and Jaurian undertaken by the author at the time 
of Pakistani invasion. It convers 200 families or 1,014 persons. 
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Chhamb and Jaurian. This is much higher than the 
percentage obtained at the State level. Agriculture 
does not account for more than 46 per cent' on an 
average of the total income of the State of Jammu, 
and Kashmir. 

Next in importarce is ‘Trade and Commerce' 
in the composition of income. Its share is as much 
as 7.12 per cent in the total income of Chhamb and 
Jaurian. Business and trade, though confined main¬ 
ly to petty shopkeepers, extends to a large variety 
of commodities. In this small rural area one can 
find shops ranging from grocers, and provisions 
to machines and agricultural equipment. Similarly, 
one can buy gold and silver oranaments, iron ware 
and practically everything of general use such as 
cloth, shoes etc. in the markets and villages of 
Chhamb and Jaurian. 

‘Service’ is another important source of income 
for the people of Chhamb and Jaurian. It contri¬ 
butes as much as 6 per cent to the total income of 
these people. Service includes income from two 
sources—salaries and pensions. Out of a total of 
Rs. 37,210, salaries account for Rs. 27,240 and the 
balance of Rs. 9,970 pertains to pensions of govern¬ 
ment servants and military personnel. In other 
words, whereas salaries form 73 per cent, pensions 
only account for 27 per cent of the total income 
under the head ‘salaries and pensions’. 

The term “Other Professions” includes earnings of 
a vast variety of skilled and unskilled craftsmen. 
Among the skilled craftsmen, mention may be made 
of gold, silver and blacksmiths, carpenters, mecha¬ 
nics, barbers, cobblers and sweet-sellers. On the 
contrary, washermen, domestic servants and milk 
sellers, who do not require any apprenticeship have 


1. Tabic 4, Eeonomk Growth of Jamm and Kashmir States 
A Study of State's Income, Dr. N.S. Gupta. 
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been included under unskilled crafts. Comparatively 
speaking, skilled craftsmen surpass the unskilled in 
number. 

Skilled and the unskilled craftsmen contribute 
3.63 p;r cent to the total income of Chhamb and 
Jaurian. None of the craftsmen practise these 
professions as their main occupation. They 
are mostly subsidiary to agriculture. The probable 
reasons for this phenomenon may be threefold: 
(i) since most of the people of Chhamb and Jaurian 
are displaced persons from the Pak-occupicd terri¬ 
tory of Jammu and Kashmir State, they have been 
allotted agricultural lands by the Government; (i7) 
they arc required to supplement their incomes due to 
uneconomic nature of agricultural holdings; and 
{Hi) thiy are inclined towards maintaining the sclf- 
suificient character of the village economy. 

‘Labour’ accounts for 3.29 per cent of the total 
income of Chhamb and Jaurian. The term ‘labour’ 
includes Iandle.ss persons who work mostly as 
agricultural labourers, domestic servants and also as 
casual labourers to earn their livelihood. 

Except for domstic servants, the agricultural and 
casual labourers in general, engage in these activities 
not as their main occupation but mostly as subsidiary 
occupation to agriculture. Since their holdings are 
small, they are forced to supplement their incomes by 
working as casual labourers in the off-season or as 
agricultural labourers during the busy season. Some 
of the landless persons, are employed as labourers in 
their own villages. They arc not prepared to leave 
their villages for sentimental considerations. 


Incx)mb Distribution 

The study of income distribution is as important 
as the study of income composition. It provides a 
clear insight into various constituents of income 
analysis. It is, therefore, necessary to study income 
distribution according to income groups, the size of 
the household and the occupaticnal structure of the 
people of Chhamb and Jaurian. 

Income Croups 

An idea of income distriVutirn by iceeme groups 
may be obtained from Table 2. 

Income distribution when plotted on a graph will 
show a bell shaped curve revealing concentration of 
frequencies (households) towards the centre. Al¬ 
though the question of concentration will be dealt 
with separately, it may, however, be pointed out that 
the number of households increases frem 1 to 76 
with the increase in the income groups frem Rs. 
Rs. 360 to Rs. 2401-3600 and then starts falling. As 
the income groups grow from Rs. 3601 to Rs. 6C0I 
and above, the number of households falls from 76 
to 3. 

The average net income of every income group 
increases, as Table 2 shows, with the expansion in the 
size of the income group. The average ret income 
increases from Rs. 300 to Rs. 17,000 as the income 
groups expand frem Rs. 360 to Rs. 6001 and above. 

It is, however, interesting to note from Table 2 
that as much as 49.S per cent of the total households 
have an income lower than the average income of Rs. 


Table 2 

NUMBER OF HOUSEHOLDS ACCORDING TO INCOME GROUPS 


SI. 

No. 

Income Group 
(Rs.) 

No, of Households 

Percentage on Average Net In- 
the basis of Col. 3 come of the class 
(Rs.) 

Percentage IncomelHouse- 

of the total class hold ratio (Per' 
income to total centage) Col. 6-$■4 
Income 

1 

2 

3 

4 

5 

6 

7 

I. 

Upto 360 

1 

.5 

300 

0.6 

.12 

2. 

361-720 

1 

.5 

500 

.10 

.20 

3. 

721-900 

2 

1.0 

820 

.29 

.29 

4. 

910-1200 

15 

7.5 

1,120 

3.04 

.41 

5. 

1201-1800 

29 

14.5 

1,711 

8.91 

.62 

6. 

1801-2400 

SI 

25.5 

2,121 

19.60 

.77 

7. 

2401-3600 

76 

38.0 

2,809 

40.20 

1.06 

8. 

3601-4800 

13 

6.5 

4,285 

10.10 

1.55 

9. 

4801-6000 

9 

9.5 

5,285 

8.50 

1.88 

10. 

6001 and above 

3 

1.5 

17,000 

9.20 

6.13 

Avense Income per household 



2,762 




Total 

200 

100.0 


100.00 
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Tabu 3 

INCOME DISTRIBUTION AND THE SIZE OF THE HOUSEHOLD 


SL Size of the No. of House-’ % on the Total Income Share in the Average In- Per Capita Income 


No. 

Household hold 

basis of Col.3 

(Ri.) aggregate 

income in 
percentage 

come per 
Household i 
(Col. 5-7- 
Col.3) Rs. 

Income 

[CoU^Col.2) 

Rs. 

Household 
Ratio Col. 
6-rCol.A 

1 

2 

3 

4 

5 

6 

7 

8 

9 

1 . 

One 

7 

3.5 

9.300 

1.6 

1,329 

1,329 

.46 

2. 

Two 

18 

9.0 

39.392 

7.1 

2,188 

1,094 


3. 

Three 

28 

14.0 

67,240 

12.1 

2,401 

800 

.86 

4. 

Four 

35 

17.5 

81,300 

14.7 

2,323 

580 

.84 

5. 

Five 

38 

19.0 

1,18,502 

21.7 

3,118 

624 

1.14 

6. 

Six 

31 

15.5 

84,200 

15.2 

2,716 

453 

.98 

7. 

Seven 

17 

8.5 

64,812 

11.8 

3,812 

545 

1.39 

8. 

Eight 

10 

5.0 

42,120 

7.6 

4,212 

526 

1.52 

9. 

Nine 

9 

4.5 

23,040 

4.2 

2,560 

284 

.93 

10. 

Ten 

5 

2.5 

16,200 

2.9 

3,240 

324 

1.16 

11. 

Eleven 

— 



- 

_ 



12. 

Twelve and Thirteen 

2 

1.0 

6,220 

].1 

3,110 

124 

1.10 


Average 





2,762 

545 



Total 

200 

100.0 

5,52,326 

100.0 
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2,762 per household. U may further be pointed out 
that whereas 50 per cent of the households account 
for only 32 per cent of the total income, 12.5 per 
cent acc:)unt for as much as 27.80 per cent of the total 
income in Chhamb and Jaurian. This shows the 
degree and the nature of concentration of income. 

Another observation relates to classwise ratio 
between the household percentage and the percentage 
of the income held by the class in question. Table 
2 reveals that the income-household ratio is .12 in 
the first income group but it is as high as 6.13 in the 
last group of income. 

Income D’s trihut ion and the Size of the Household 

The entire population of Chhamb and Jaurian 
may be divided into 13 categories according to the 
size of the household. Distribution by size of house¬ 
hold shows that the five-member families form the 
m'ixlmum(l9 percent) of the total hou.scholds in 
Chhamb and Jaurian. This shows that the people of 
this area have small and manageable families. 

ft is interesting to note that 78 percent of the 
total households do not have more than six members 
in the families. The remaining 21.5 per cent have 
between 7-13 Family members. 

The data on the size of the household and income 
distribution as contained in Table 3 points out that the 
five-member families form the maximum of(19percent) 
of the. total household and possess the 21.7 per cent 
of the total income of Chhamb and Jaurian. Next in 
importance are the househld sizes of 6 and 4 which 


possess 15 per cent and 11 per cent of the total 
income respectively. 

Table 3 reveals a different picture according to 
incomc/houschold (percentage) ratio. On the basis 
of this ratio, five member families cease to be first 
and become fourth in ratio. On the contrary 
8-mcmbcr families which hold only 7.6 per cent of 
the total income show the miiximum ratio of 1.52 
But this is not the sole criterion for judging the effi¬ 
ciency of the household in relation to the distribution 
of income. 

The entire picture changes if the per capita income 
and the size of the household is taken into consi¬ 
deration. Families with one, two, three, five and 
four members rank, first, second, third, fourth and 
fifth in order of importance. But viewed from 
the angle of per household income, eight-member 
households top the list of income distribution. 
Next in order are the households with 7, 10, 5, 
members. 

Taking all the factors of income distribution into 
consideration, the five-member households appear 
to be the best. They constitute the maximum (19 
per cent) of the total households and ppssesses about 
21.7 per cent of the total income. In addition, the 
per capita income and the income per.household are 
the above average; and finally the income household 
ratio is also quite encouraging. 

Tabic 3 gives the distribution of income according 
to size of the household. 

{To be continued) 
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Regional Income—A View Point 

K. K. Rastogi 


Prior to Keynes, the entire approach of the Classi¬ 
cal and Neo-Classical economists was confined to the 
study of micro-economics within the framework of 
a static-equilibrium. It was Keynes who propounded 
a macro concept of national income for the first time. 
This concept has of late been gaining more and 
more importance in view of its becoming a vital 
indicator which reflects the state of the economy 
of a nation. 

National income estimate measures, without any 
duplication, the volume of goods and services of 
a country turned out during a specified period. 
In planned econonties, national income estimates 
acquire an a^ded significance. They arc of inesti¬ 
mable help in delineating underdeveloped regions 
needing special attention, in determining the projected 
rate of economic growth, in deciding the priorities 
of the plan, in the allocation of resources between 
different sectors, in the systematic assessment of the 
contribution of each sector towards the fulfilment 
of plan targets, and in keeping a continuous watch 
over the progress of plan schemes. 

Since large countries are composed of a number of 
constituent units in the form of regions or states, 
attempts have been made to break up the picture of 
national income into regional or state incomes.. It 
would be worthwhile to mention here that the office 
of Business Economics, U.S. Department of Com¬ 
merce did pioneering work in this connection and 
computed ‘Personal Income By States— since 1929*. 
The first regional income accounts were published by 
the Office of Business Economics (OBE) in A 
Supplement to the Survey of Current Business in 
September 19SS. A similar attempt at estimating 
State income has of late been made in India 
too. 

Estimates of regional income play an important 
role inter alia in deciding allocation of development 
expenditure with a view to working towards the 
obj^tive, of a more balwced regional growth. 
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Concepts 

Regional income may be defined as the value of 
goods and services produced by or accuring to resi¬ 
dents (including public authorities and institutes) of 
the region within a specific period of time (usually 
a year). The two concepts generally used in regional 
income estimation are ‘income originating’ and ‘in¬ 
come accruing*. The former represents the income 
originating from the productive system located within 
the geographical boundary of the region and would 
require an estimation of the net value of goods and 
services produced within the region. This concept 
corresponds to net domestic product at national 
level. 

The ‘income accruing* concept corresponds to 
‘net national product at factor cost’ and relates to 
income accruing to normal residents of the region. 
Regional income estimates based on ‘income orginat- 
ing* concept include income derived by non-residents 
on account of investments or economic activities 
within the geographical boundary of the State 
excluding income received from outside by the resi¬ 
dents of the State. Thus the difference between the 
‘income originating’ concept and ‘income accruing’ 
concept is the factor income which flows across the 
boundary of the region. 

A third concept of regional income based on ‘per¬ 
sonal income’ is also sometimes used. Regional or 
state personal income is the current income received 
by the residents of the States from all sources. 
It is measured before duduction of income and other 
-direct personal taxes, but after deduction of individual 
-is contributions to social security, government retire- 
.ment, and other social insurance programmes. 

PRoatEMS IN Regional Income Estimaticn 

. ; Ni^less to say, there is endless scope for usjtfitl 

and qualitative work in improving and estiaaadng 



regional income. In computing regional income 
both types of problems, conceptual and statistical, 
arise. Some of the important problems which are 
confronted by the estimation are as under: 

1. A special problem to Regional/State income 
work is related to sample enquiries. A 
sample adequate for the national income may 
not give the information required for regio¬ 
nal estimates. 

2. National income is the net product of the 
economic activity of all the private and public 
institutions that make up a nation. But the 
income creating activities of these national 
institutions are not confined to a particular 
region. Serious problems arise in the esti¬ 
mation of income of transactors who openate 
beyond the boundary of a paticular region 
or state. 

3. Another difficulty in computing the regional 
income is the identification of regional in¬ 
come recipients. Many national transactors 
are involved in economic activities that extend 
beyond the boundaries of a particular region. 

4. The major sectors which serve as constituent 
of national income may or may not be suit¬ 
able for the computation of regional income. 

5. The regional ‘rest-of-the world’ account is very 
imperfectly defined as compared to its national 
counterpart. Thus, it is very difficult to 
identify ‘regional’ and ‘foreign’ transactors. 

6. The most important factor which is mainly 
responsible for the slow progress is the lack 
of basic statistics at the regional level. 

The gap in data may be filled by conducting sample 
surveys, improving the quality of statistics regularly 
collected, and conducting special enquiries or case 
studies. 

Position in India 

In order to meet the growing demand of planners 
for regional development, it is necessary that esti¬ 
mates of regional or state income are made available 
on a regular basis. The Planning Commission need¬ 
ed comparable estimates of state income for formulat¬ 
ing the State Plans and assessment of their progress. 
The present estimates of state income are not strictly 
comparable, as the method of estimation and the 
source material used are not always uniform. Keep¬ 
ing this in view, the Central Statistical Or^nisation, 
set up a Working Group in 1957 to promote devel- 

16 


opment work on State income estimation in the 
State Statistical Bureaus. 

Most of the State Statistical Bureaus have taken 
up the work of estimation of state income. They 
are now computing comparable estimates following 
the standard methodology recommended by the 
Central Statistical Organisation. However, these 
estimates have not seen the light of the day so far. 
Though the concept of State income followed by the 
States are more or less uniform.the final results are 
in all cases not presented in a form which may enable 
inter-state comparison of the economic structure. 

Review of Existing Estimates 

The estimates of total and per capita net domestic 
product for various States as prepared by the res¬ 
pective State Statistical Bureaux (SSB’s) are given in 
the Appendix. The latest year for which the estimates 
are available for maximum number of states is 1960- 
61. From data relating to per capita income in states, 
one may compare the stage of development reached 
in different states at the end of Second Plan period. 

In view of the need to improve upon the available 
state income estimates, the National Council of 
Applied Economic Research have also computed the 
comparable estimates of aggregate income of the 
different States for 1960-61 and the results have been 
published in January 196S in a publication. Distri¬ 
bution of National Income by States—1960 61. The 
estimates of net output and per capita income for 
different states as prepared by NCAER are also given 
in the Appendix. 

From the point of view of per capita inceme, the 
states may be grouped as in Table 1. 

Table 1 

STATE GROUPS ACCORDING TO PER CAPITA INCOME 

According to According to 

Category SSB's estimates NCAER estimates 

Category I States where Maharathtra. Maharashtra, 

per capita in- Punjab Gujarat, Punjab, 

come is above West Bengal 

Rs. 350 

Category II States where Andhra Pradesh, Andhra Pradesh, 
per capita in- Assam, Gujarat, Assam, Jammu 
come in bet- Kerala, and Kashmir, 

ween Rs. 250 Madhya Pradesh Kerala, 
and Rs. 350 Madras, Madhya Pradesh 

Mjwre, Orissa, Myswe, Orissa, 
Rajasthan, Rajasthan, 

Uttar Pradesh, Uttar Pradesh 
West Bengal 

Category III States where per 

capita income Bihar Bihar 

is less than 
Rs. 250. 
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The SSB*s estimates reveal that Maharashtra has 
the highest per capita income (Rs. 392.00) and Bihar 
has the lowest per capita income (Rs. 196.61). 

By ranking the per capita income estimates of 
NCAER, it is seen that Maharashtra has the highest 
per capita income (Rs. 468.S). Bihar is having the 
lowest per capita income of Rs. 220.7. 

Albeit the fact that per capita income as a norm 
suffers with some important limitations of the un¬ 
equal distribution among the population, it is the 
composite indicator which represents the economic 
wellbeing within a given framework. The conclusion 
reached above can also be seen from Table 2 which 
throws light on the prosperity and backwardness of 
the States. 


Tabu 2 

RANKING OF STATES ACCORDING TO PER CAPITA 
INCOME 1960-61 


StaW 

Rwiks 

SSB'x estimates NCAER estimate^ 

Andhra Pradesh 

8 

II 

Assam 

7 

7 

Bihar 

15 

15 

Gujarat '• 

J 

4 

Jammu and Kashmir 

14 

10 

Kerala 

11 

7 

Madhya Pradesh 

10 

12 

Madras * 

2 

5 

Maharashtra 

~\ 

1 

Mysore 

9 

8 

Orissa 

12 

13 

Punjab 

4 

3 

Rajasthan 

5 

14 

Uttar Pradesh 

13 

9 

West Bengal 

6 

2 


The above study reveals that Maharashtra is the 
most prosperous state whereas Bihar is the most 
undeveloped region. 


Regional Incomes and the Third Plan 

Keeping in view the growit^ disparity in the wake 
of economic development the Planning Commission 
stressed the importance of regional development. 
The Third Plan volume for the first time included a 
chapter on “Balanced Regional Development”, in 
which the need to identify the backward has been 
stressed regions and to step up action to reduce the 
growing disparity. This emphasis has enhanced 
the importance of the study of regional income. 

Outlays under plans of States have two components, 
vidy, resources raised by the States and central 
assistance provided by the Centra] Government. 
For reviewing the cenbal assistance received by the 
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various state governments during Third Plan, the 
States can be grouped as follows: 

Category I : States recciveing Nagaland, 

central assistance of Jammu and 
90 percent of the Kashmir 

outlay and more 

Category II: States receiving Cen- Assam, Madhya 
tral assistance be- Pradesh, Rajas- 
tween 70 percent and than 
80 percent of the 
outlay. 

Category Ill: States receving Cen- Andhra Pradesh, 
tral assistance be- Bihar, Kerala, 
tween 60 per cent Orissa, Uttar • 
and 70 percent of Pradesh 
the outlay 

Category IV: States receiving Cen- Gujarat,Madras, 
tral assistance less Maharashtra, 
than 60 per cent of Mysore, Punjab, 
the outlay West Bengal. 

According to the principle of regional development 
the comparatively backward States should get more 
central assistance. But from the data it may be seen 
that the criteria adopted in deciding the central assis¬ 
tance has not matched the exclusive criticria of low 
per capita income. As such, the States of Bihar, 
Uttar Predesh and Orissa which happen to be on the 
lowest rung, could not get the warranted help from the 
Centre, 

Table 3 indicates the ranking of States in respect 
Tabu 3 

RANKING OF STATES ACCORDING TO PER CAPITA 
EXPENDITURE AND CENTRAL ASSISTANCE DURING 
THE THIRD PLAN AND BY THE CAPITA OUTLAY 
IN THE FOURTH PLAN 


State 

Third Plan 

fier capita Per capita 

expenditure central 
assistance 

Fourth Plan 
Per capita 
outlay 

1. Andhra Pradesh 

10 

8 

11 

2. Assam 

8 

3 

9 

3. Bihar 

14 

11 

IS 

4. Gujarat 

5 

to 

S 

5. Jammu & Kashmir 

2 

2 

2 

6. Kerala 

7 

5 

8 

7, Madhya Pradesh 

11 

6 

12 

8. Madras 

9 

9 

7 

9. Maharashtra 

7 

13 

3 

10, Mysore 

6 

7 

6 

11. Ngaland 

1 

1 

1 

12. Orissa 

4 

4 

8 

13. Punjab 

3 

8 

4* 

14. Rajasthan 

9 

4 

10 

IS. Uttar Pradesh 

IS 

11 

14 

16. West Bengal 

12 

12 

3 


* For Punjab and Haryana combined. 
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of p^r capita expenditure and central assistance during 
the Third Plan and per capita outlay in the Fourth 
Plan. 

The ranking assigned in Table 3 also corroborates 
the broad conclusions of the earlier data. It shows 
that the per capita expenditure incurred in the Third 
Plan has been the lowest in Bihar immediately 
followed by Uttar Pradesh. Unfortunately the per 
capita outlay for the Fourth Plan of Bihar and Uttar 
Pradesh has been the lowest and the two States are 
at the end in the matter of rank. 


Conclusion 

It can be said that a study of regional/state income 
must be undertaken in a more scientific way with a 
view to throw up data on which reliance could be 
placed in respect of inter-state comparison and use 
be made for accepting it as a vital criteria of deciding 
the future development in the country. This type 
of study will aim at removing the possibility of a 
contrasting situation i.c. the extreme poverty amidst 
plenty. 


APPENDIX 


ESTIMATES OF NET OUTPUT AND PER CAPITA INCOME 1960-61-BY STATES 


Slate 


SSB's Estimate* 


NCAER Estimate 


Net-domestic 
product (R,r. 
crores) 

Per capita in 
come 

(in Rupees) 

Ranking by 
per capita 
income 

Net output Per capita income 
(Rs. crores) (in Rupees) 

Ranking by 
per capita 
income 

1 

2 

3 

4 

5 

6 

7 

1. Andhra Pradesh 

1058.11 

296.00 

9 

1032.74 

287.01 

14 

2, Assam 

363.50 

311.10 

7 

395.76 

333.54 

7 

3, Bihar 

906.42 

196.61 

17 

1025.27 

220.69 

18 

4. Gujarat 

693.91 

3.39.00 

3 

811.72 

393.39 

< 

5. Jammu and Kashmir 

67.97t 

261.00+ 

15 

102.91 

289.02 

13 

6. Kerala 

474.12 

283,07 

12 

532.25 

314.86 

10 

7. Madhya Pradesh 

927.70 

289.20 

11 

923.73 

295.34 

15 

8. Madras 

1148.21 

341.00 

2 

1125.42 

334.09 

6 

9, Maharashtra 

1532.80 

392.00 

1 

1853.34 

468.54 

2 

10. Mysore 

671.08 

290,10 

10 

718.72 

304.71 

11 

11. Orissa 

440.01 

254.99 

13 

484.73 

276.22 

16 

12. Punjab 

779.80 

388.00 

4 

916.50 

451.31 

4 

13. Rajasthan 

636.61 

323.00 

5 

539.03 

267.43 

17 

14. Uttar Pradesh 

1829.77 

250.04 

14 

2192.86 

297.35 

12 

IS. West Bengal 

1098.00 

318.00 

6 

1622.72 

464.62 

3 

16. Himachal Pradesh 

39.69 

297.99 

8 

44.36 

328.35 

9 

17. Manipur 

14.89 

193.90 

16 

231.75 

871.61 

1 

18. Delhi 







19. Tripura 




37.67 

329.86 

8 

INDIA 

14140.00 

325.70 


14652.56 

333.4 



•Owing to dilTerences in concepts, methodology and source material used, the figures for the different states arc 
not strictly comparable. 


tRelates to 195S-S6. 
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World Food Crisis 


C. L. Khanna 


Hunger sialks the world and the world hunger 
might well lead to World War 111. This warning 
was sounded by two U.S. oflRcials, Mr. Herbert 
Waters, Assistant Administrator of Agency for Inter¬ 
national Development and Mr. John R. Douglas, 
Jr., Tennessee Valley Authority economist on 
December 5, 1968. But neither the forebodings of 
of a war nor the gloomy predictions of the classical 
economist, T.R. Malthus, are needed to mobilize 
the teeming millions in the world to wage a war 
against hunger, poverty, disease, death, squalor and 
idleness. The , underdeveloped countries have 
demonstrated unambiguously their keen desire to feed 
their nations well and to raise the living standards. 
The developeil countries, too, have been awakened 
to their responsibility to help them out of the present 
impasse. The snag, however, is that the umbra of 
scarcity in food requisites, particularly, is over¬ 
taking even the rich nations. Little wonder if India, 
which has been suffering from the malady of food 
shortage for over two decades, has to share the world 
crisis on the food front. We must not lose heart 
but try to understand and overcome the critical 
situation in the global perspective. Unless the poor or 
backward regions learn to lift themselves by up their 
bootstraps, they alongwith other parts of the world, 
may have to face a very serious situation. The pur¬ 
pose of this paper is to make a study of the 
problem of how to provide adequate and nutritious 
food at reasonable prices. 

Population 

Our planet’s population is mushrooming. The 
human race doubled from 250 to 500 million upto 
1600 A.D. By the middle of the nineteenth century 
the population touched the 1000-million mark. 
Within about 70 years thereafter, it doubled again to 
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2000 million. At present the world population 
stands at 3125 million. By 1970, it is estimated to 
rise to 3702 million, by 1980 to 4569 million, by 1990 
to 5632 million and by the end of the century to 
6828 million.^ While the growth rate was about 
2.2 per cent per century in the first millenium A.D. 
it now stands at about 2.2 per cent a year. The 
world population is rising by nearly 100 million a 
year, almost equal to that of Japan. India’s annual 
increase in population is about one-eighth of this. 

The growth rate of population in the developed 
countries is lower than that in undeveloped ones 
as shown in Table 1. 

Table I 

GROWTH RATE OF POPULATION IN SOME 
COUNTRIES 

Population Population 

growth growth 

rate per rate per 

annum annum 


Lesx developed Percentages Developed countries Percentages 
countries 


Latin America 

3.3 

Europe 

0.8 

Algeria 

3.5 

Japan 

0.9 

Morocco 

3.5 

USSR 

I.S 

Mexico 

3.5 

USA 

1.7 

Venezuela 

3.5 


Pakistan 

3.2 



Indft 

2.5 



China 

2,0 




It is clear from Tables 1 that the pcpulatirn 
growth rates are higher in the case of those countries 


1. The breakup of the population between the more devel¬ 
oped and the less developed areas is estimated by the U.N. 
as follows: 


Area 

1960 

1970 

1980 

1990 

2000 

More developed areas 

854 

964 

1086 

1224 

1377 

Less develop^ areas 

2173 

2738 

3483 

4408 

5451 

World Total 

' .. -I... m-'-m 1 

3027 

3702 

4569 

5632 

6828 
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Table 2 


Increased Production 


PER CAPITA INCOME AND POPULATION 
GROWTH RATES 


Per capita income 

Population growth 
rate par annum) Per¬ 
centage) 

Below S too (34 countries) 

2.5 

Between $ 100 to S 249 (33 countries) 

1.2 

Between S 250 to $ 749 (39 countries) 

1.9 

Between S *^50 to $ 3300 (27 countries) 

12 


which are least able to support the growing popula¬ 
tion and less in the case of others. What is the result ? 
Whereas today about half the world’s population 
lives hungry, three-quarters of mankind will be in 
that condition by the turn of the century, should the 
present trends persist. Population control is a ‘must’. 
United States President Lyndon B. Johnson has rightly 
said that less than five dollars invested in population 
control achieves more than f 100 invested in econo¬ 
mic development. The World Bank Consortium 
meeting in Paris held in December 1967 provided 
an impetus to the donor nations to channel technical 
assistance to India in the held of family planning. 
Sweden, Australia, Canada and Britain have already 
made a move in the matter to provide aid to India to 
intensify family planning programmes. 

In so far as the population control is concerned, 
Japan has shown the way. While Japan has 
registered spectacular success in reducing the size 
of her population, and stabilizing it at a level of 
economic viability, India is still groping in the dark 
though she is pursuing the various preventive checks 
with unflinching determination. The process of 
population control is tardy as it involves attitudinal 
changes. Dr. S. Chandrasekhar, Minister of State 
for Health and Family Planning, and a world renown¬ 
ed demographer, has predictably expressed his view 
that the present tempo of family planning, however, 
laudable, will not help depress the birth rate from 
40 to 25 per thousand in the next ten years. Where 
the country is vast and illiteracy widespread, the 
pace of progress is inevitably slow. Superstitions 
and traditions stand as barriers to the motivational 
changes. For the same reasons it becomes difficult, 
if not impossible, to affect the dietary habits. 
Food consumption patterns are less amenable to what 
is called demonstration effect. Unless, therefore, 
a powerful propaganda machinery is deployed exten> 
slvely and for long, no substantial results can be 
achieved. 


Increasing food output is thus the only alternative, 
at least in the immediate future. The two methods 
known to us in this connection are : extensive culti¬ 
vation and intensive cultivation. 

The prospects for raising food output through 
extensive cultivation are not very bright. In the 
developed countries, land is a scarce factor of 
production. Only 11 per cent of the aggregate land 
resources of 32.9 billion acre are classified as arable. 
Out of the 3.5 billion acre of arable land, only 2.4 
billion acres arc under crops. If the balance of 
uncropped acreage of about 1 billion acres was also 
brought under the plough, the world food production 
can be stepped up by just 30 per cent, given the exist¬ 
ing techniques. This would, indeed, be inadequate 
to meet the annua] requirements of 60 to 70 million 
additional mouths. It is only by increasing the 
inputs and raising land productivity" that food 
resources can be augmented. In the capital-poor 
countries the accent has inevitably to be on the high- 
yielding processes. F.xtcnsion of cultivation means 
low productivity per acre if it involves marginal lands. 

It has been estimated that even if the United 
States of America, one of the largest producer and 
exporter of foodgrains since the end of World War 
II, were able to raise her exports to the developing 
countries from the 1966 level of 60 million tons 
to 100 million tons, the “hungry nations could be 
sustained for another ten to twelve years” only. 
Ultimately, therefore, the onus of feeding the nations 
will fall on themselves. It is a tribute to the faisigh- 
tendness of the Indian leaders to have given to the 
country much in advance the slogan of food self-suffi¬ 
ciency. The ideal of self-reliance in the matter of 
food has, indeed, proved elusive because of the rising 
crescendo of India’s population during the transi¬ 
tional period of economic development. The tempo 
of development has consequently been halting and 
hazardous. Resort to foodgrains imports has drained 
away our hard-earned foreign exchange resources. 
“Of the $ 4000 million in US aid that has come to 
India since Independence, over one half has been 
in the form of PL 480 Food for Peace commodities. 
The total tonnage of foodgrains in the PL 480 prog¬ 
ramme and earlier agreements such as the Wheat 
Loan of 1951 provided for the supply to India of 


2. Since the scope for extension of the area under culti¬ 
vation is limited in India (and even were it possible, it would 
mean extension to marginal lands) increase in farm output 
has to depend larg^ on greater productivity per uidt areas 
as weii as per worker. Economies of Devehpmota, D. BrMtt 
Singh, p. 486, 
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over 31 million tonnes. The total value of Ameri*- 
can-supi^ied agricultural commodities exceeds Rs. 
12000 crore or about Rs. 300 per capita."* If the US 
Government extends aid of even one percent of her 
G N P , which she can "spare painlessly” the total 
would not exceed 6 billion dollars. It is, of course, 

, admitted that we must give up the habit of living on 
the largesse of others particularly because of the 
depletion of resource stocks and limited production 
'capacity of the food supplying countries, notably 
USA and Canada. But to achieve food sdf-suffi* 
ciency or to mitigate “food drain economy" of India, 
concentration on inputs becomes imperative. 

Fertilizers 

One of the most important measures that may be 
recommended in this connection is the increased 
proportion of chemical fertilizers in the dose of input. 
The consumption of such fertilizers by regions over 
the last 22 years in the world is indicated in Table 3, 

Table 3 

FERTILIZERS CONSUMPTION IN SOME 
REGIONS 


iin ’000 metric ton) 


Regions * 

1938 

1950-51 

1960-61 

Developed regions: 

8459 

13121 

23596 

North America 

1416 

4700 

7541 

Western Europe 

4119 

5814 

9998 

East Europe and USSR 

2544 

2087 

5127 

Oceania 

380 

530 

930 

Less Developed regions: 

1312 

1720 

5009 

Latin America 

82 

290 

999 

Africa 

200 

360 

720 

Asia 

1030 

1070 

3290 

World Total 

9771 

14851 

28605 


Table 3 shows that the consumption of artificial 
fertilizers in the develoi>ed as well as underdeveloped 
countries increased from about 10 million tons in 
1938 to IS million ton in 1950 and 29 million ton 
in 1960. The share of the developed economies was 
over 80 percent in 1960-61; Western Europe account¬ 
ed for 10 million tons or nearly 35 per cent of the 
world’s consumption. 

Increased use of fertilisers has been underlined 


3. American Aid and India’s Ecanonde Development, $. 
OumdiaGdcher, p. 103. 


in India as well. It is proposed to increase the use 
of fertilizers from 3.68 kilogram of nitrogen per 
hectare to 30 kilograms in 1971. The estimated 
120-miliion ton output of foodgrains is contingent 
on the use of at least 2.4 million tons of chemical ferti¬ 
lizers. But the inhibitive factor is the psychological 
resistance of the farmers of less developed regions to 
try chemical fertilizers. 'The tradition-ridden In¬ 
dian peasantry may not be amenable to switch over 
to artificial fertilizers. It has been estimated that 
the consumption of fertilizers in the underdeveloped 
regions will rise to 30 million ton by 1980. This 
is equal to the world consumption in 1962. If 
artificial fertilizers were not used, there would bp 
depletion in the soil productivity and consequently 
a fall in the farm output. 

The Planning Commission has in the fitness of 
things made a provision for the creation of 2.4 
million ton capacity of nitrogenous fertilisers and 
for 2 million tons of production by 1970-71. In addi¬ 
tion, there will be 1 million tons of phosphatic ferti¬ 
lizers. This will be more than 200 times the 
production level of 1950-51 and six times that of 
1965. Two large nitrogenous fertilizer factories are 
proposed to be commissioned every year from the 
beginning of the fifth Five-Year Plan.* 

This poses the formidable problem of securing 
the requisite foreign exchange or aid. In our long- 
run aid plans, emphasis has to be shifted from food 
to fertilisers or equipment and technological know¬ 
how for the manufacture of chemical fertilisers. Mr. 
John Scott, The Time's journalist, observes pessi¬ 
mistically,” India’s fertilizer production in 1970 
may be only a fraction of the programmed two and 
a half million ton. And this shortage makes crop 
shortfalls virtually certain.”® If history is not to 
repeat itself, the Indian Government might well 
launch upon collaboration enterprises and not shun 
private ventures on ideological considerations. 

The economies of USSR and China have shown 
unnistakably the hollowness of their “collectiviza¬ 
tion” movement in the matter of land reform. In 
our own country the strategy of cooperative joint 
farming eulogized by the Congress party seems to 
have died down. Other land reforms such as 
absentee landlordism, ceilings on holdings, consoli¬ 
dation of holdings operations, anti-erosion schemes 
have also not yielded any spectacular results. 

(Continued on page 30) 


4. Draft Outline of the Fourth Five-Year Flan, p. 271. 

5, Hunger'. Must fVe S/aiyel, John Scott., p. 80. 
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Social Welfare 
and Family Planning 


When one plus one makes 3, it is ideal. 
When it makes 4, it is okay. When it ex¬ 
ceeds 4, it makes a mess of everything, 
including the nation. Planned family is 
always a happy family. Unchecked popu¬ 
lation breeds unending problems and 
also knocks the bottom off all industrial 
and economic progress. J, K. Organisa- . 

, ^ ••»**Jl***‘ 
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tion which employs over 45,000 persons 
in their network of enterprises help the 
employees plan their families by educat¬ 
ing them and setting up camps, training 
centres and hospitals. More than trusted 
manufacturers, member units of 
Organisation are among the makers of 
^^modern India. 
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A Study of Calcutta's Population Growth 

and its Composition 

A. N. Mehra 


Calcutta is one of the few Indian cities that often 
make headlines in the newspapers for one reason or 
the other. Recently, it was for political reasons—the 
opportunity provided being the dismissal of the 
United Front Ministry. Earlier, it was due to in¬ 
dustrial unrest that followed in the wake of wide¬ 
spread menace of gherao. A slight provocation 
results in a procession in one part or the other of the 
city. Calcutta is, indeed, India’s turbulent city. Its 
pre-eminence as a business centre is not affected des¬ 
pite many distractions. It continues to be the com¬ 
mercial ncrve-centie of the country. More than one- 
third of India’s exports is loaded here. Some of the 
country’s biggest industrial plants and major textile 
mills are located here. 

Though housing is a problem in Calcutta, yet more 
people flock in by the hundreds each day because the 
city offers better economic opportunities. A large 
number of people are inducted into Calcutta every day 
for purposes of employment and job opportunties 
which arc not available to them elsewhere. The 
pressures of urban growth in and around the city 
have been among the most disturbing in India. 

Let us examine population growth and its composi¬ 
tion in the city. This will explain the reasons for 
social and economic problems that this city often poses. 

Uneven Rate of Growth 

The growth ofpopulatron of the city between 1901 
to 1961 is placed at 213.50 per cent. The annual 
geometric rate of growth for this period may thus be 
estimated to be 1.92 per cent. The rate of growth 
has not been uniform in different periods. During 
the decade 1901-1911, the population growth rate was 
to the extent ofO.85 per cent. Then followed the period 
of very slow growth. The decade, 1911-21 recorded 
an increase of only 0.35 per cent. The growth showed 

^rtr)XI968 


an upward trend in the next decade, but it was not 
appreciable and the annual rate of growth works out 
to be about l.Ol per cent. During the period of 30 
years, the annual growth rate was of the order of 0.74 
per cent. In the next 30 years viz., 1931-61, rate of 
increase rose to 151.20 per cent which gives an annual 
growth rate of 3.2 per cent. There was a spurt in 
the growth of population during the decade 1931-41. 
This decade is considered to be the great divide for the 
population growth of the city. The astronomical 
growth rate of about 6.40 per cent recorded during the 
period would have doubled the population within 12 
years. But fortunately the next decade saw retarded 
growth of population of 2.21 per cent. The subse¬ 
quent decade registered a still lower growth rate of 
0.81 per cent per year. It is generally believed that a 
part of the increase in the city’s population found in 
1941 was an over estimation due mainly to political 
or communal reasons. 

The annual rates of growth of population in 
1951-61 in various cities of India are compared in 
Table 1 


Tablf 1 

ANNUAL RATE OF GROWTH FOR CERTAIN IMPORT- 
TANT CITIES. 1951-61 


Cities 

Annual rale of Growth 
(per cent) 

Delhi 

4.86 

Bangalore 

4.22 

Greater Bombay 

3.24 

Ahmedabad 

3.16 

Madras 

1.99 

Hyderabad 

1.06 

Calcutta 

0.81 


Source: Census of Mia, Paper No. 1 of 1962. 
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There can be no doubt that the rate of growth had 
considerably increased during the last 30 years as 
compared to the earlier 30 years. The Table 2 shows 
the growth of population in the city from 1901 
to 1961. 


Table 2 

GROWTH OF POPULATION 


Year 

Persons 

Decade 

variation 

Perceiitatie 
decode tori- 
ation 

Annuaf neo- 
metric 
growth rate 
(\) 

1901 

933,754 




1911 

1016,445 

• 82,691 

8.86 

0.85 

1921 

1053,334 

• 36.889 

3.63 

0.35 

1931 

1 165,338 

■ 112,004 

10.63 

1.01 

1941 

2167.485 

1001,147 

86.00 

6.40 

1951 

2698,494 

531,009 

24.50 

2.21 

1961 

2927,289 

228.795 

■ 8.48 

0.81 


Density 

Calcutta possesses the highest density nf popula¬ 
tion in India as has been revealed by the 1961 
census. 

The density of 73,182 persons per squar mile 
helps to explain some of Calcutta’s problems. In 
1949, the State Statistical Bureau published a 
Report on a Sample Enquiry into the Living Condi¬ 
tions in the Bustees of Calcutta and Howrah^ 1948-49, 
(Government of West Bengal, 1949). It states. 

“A tenant family occupies on an average 
1.10 rooms only, 92.3 per cent of them occupy¬ 
ing only a single room; whereas, a lessee family 
lives in 2.73 rooms on an average, nearly 75 per 
cent of them occupying more than two rooms. 
As a hut contains on an average 7.16 rooms, it 
is evident that the hut owner lets out the balance 


of S.43 rooms which are occupied by a S tenant 
family. A bustee at Calcutta has, on the average, 
6.38 huts having 52.12 rooms, where 35.3 tenant 
families and 4.8 lessee families live.” 

Migration 

In 1921, the population of the city consisted of 
7,06,122 original residents and 3,71,575 immigrants . 
In 1951, the number of original residents and of 
immigrants had increased to 12,04,190 and 13,89,023 
respectively. According to the 1951 census, the ‘dis¬ 
placed’ or refugee population returned from Cal¬ 
cutta was 4,33,228 which was roughly a third of the 
entire displaced population in West Bengal. As a 
result of this influx of refugees, more than 110 col¬ 
onies of all sizes of refugees came into existence in the 
area east of the Hooghly river within a few years 
after the partition of the country. 

The Census of India, Vol. Vi, Part III, on Calcutta 
City says: "The full impact of the sudden influx 
of a large displaced population can be guaged 
from the fact that in the 3,615 bustees of Calcutta 
having 21,556 huts and 1,55,624 living rooms 
containing 6,17,374 persons (about a quarter of 
Calcutta’s population), no less than 1,12,515 are 
displaced refugees who constitute 18.2 per cent 
of the bustee population”. 

The same source gives the extent of immigration 
and emigration for Calcutta, 

The flgure for 1951 includes 4,33,228 displaced 
persons. The statement shows the slow pace at 
which Calcutta progressed upto 1931 and the rapid 
bounds immigration made in 1941 and 1951 owing 
to the prospects of employment the city offered 
during World War II and the boom that followed. 
The years 1921 and 1931 suggest a depression in the 
working Centres of Calcutta. 


Tabu 3 

IMMIGRATION AND EMIGRATION IN CALCUTTA FROM AND OUTSIDE THE STATE. 1891-1951 


Cltmification of population 

1951 

1941 

1931 

1921 

1911 

1901 

1891 

Actual Population 

25,48,677 

21.08,891 

11,40,862 

10,31,697 

9,98,012 

920,933 

741,889 

Immigration 

3.89,023 

690,550 

3,78,776 

3,71,575 

3,97,274 

324,914 

249,891 

Emigration 

44,536 

26,591 

22,301 

46,000 

34,000 

3,344 

5,500 

Natural population 

12,04,190 

14,44,932 

7,84,387 

7,06,122 

6,34.738 

599,363 

497,498 

Percenuge variation 

-16.7 

t 84.2 

i 11.2 

+ 11,2 

+ 5.9 

+20.5 

— 
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The extent of migrants who have swarmed into 
Calcutta may be judged from the fact that according 
to the 1961 census, only about 47.33 per cent persons 
returned themselves as having been born in the city, 
about 10.59 per cent as having been bom in other dis¬ 
tricts of West fiangal, while 23.23 per cent were born 
in Bihar, Orissa and Assam. About 5,28.205 persons 
or 18.04 per cent were born in Pakistan. According 
to Socio-Economic Survey of the City of Calcutta 
by S.N, Sen, displaced migrants are those who have 
come to the city because of communal disturbances; 
they are mostly from East Pakistan. These persons 
constitute a problem, because a majority came from 
the middle classes. Among them are very educated 
persons and about 50 per cent held trading, ministe¬ 
rial or technical and professional jobs before migrat¬ 
ing to Calcutta. A larger proportion of them came 
from the urban areas than was the case with ord¬ 
inary migrants. Their struggle for rehabilitation 
had been more difficult as compared to that of ord¬ 
inary migrants. A large section of them had to shift 
to other types of occupations. This gives a brief 
idea of the very complex mosaic that is Calcutta’s 
population. 

Sex Composition 

The distribution of city’s population as per the 1961 
census with 18,15,791 or about 62 per cent of males 
and 11,11,498 or about 38 per cent of females brings 
out the imbalance in sex distribution. One of the 
reasons for this uneven distribution of the sexes is 
the induction into the city of persons from adjacent 
districts and States. When the results of the 1901 
census were submitted, the Lieutenant-Governor 
of Bengal observed that next to the genera! expansion 
of the population of the town which proceeded during 
the nineteenth century, at a more rapid rate even 
than that of London, the most prominent features 
of the population were “the4)redominance of males 
over females, and the increasing immigration of 


upcountry men.” It is significant that these features 
still continue to be pre-eminent. In 1901, there 
were almost twenty males to every ten females. In 
1961, despite the immigration of large number of 
displaced families, the imbalance seems to be as 
great, 1,934 males to every 1,000 females. This is 
mainly due to the large number of immigrants who 
come to the city for work leaving their women folk 
behind at home. This proves that business, work 
and livelihood are still the city's dominating charac¬ 
teristics. It is evident that in Calcutta, there has 
never been much of family life and associated con¬ 
ditions. Until the Improvement Trust was constir 
tuted, there were very few exclusively residential 
areas. Business and factory areas made large inroads 
into them and bustees-hives of artisans and labo¬ 
urers designed for single lives were overrun by count¬ 
less families. The notorious instability of the city’s 
civic peace is attributable to a certain measure to the 
disparity between males and females, the absence of 
family life etc. Table 4 gives the male-female ratio 
in different age groups as per 1961 census. 

It may be seen from Table 4 that the male-fe¬ 
male ratio is fairly even in the age group 0-9. It 
rises rapidly in the succeeding age-groups until it 
reaches a maximum of 2,442 for the age-group 35- 
39. Then it starts falling until it becomes fairly 
even again at advanced ages 70 and above. The 
rising trend in the male-female ratio is due to the 
induction of migrants into the city from adjacent 
districts and States. According to the Socio-Econo¬ 
mic Survey. 

“Whatever might have happened in earlier years, 
the increase in population in the fifties through 
natural growth and migration is taking place 
at more or less equal rates. Among the total 
number of migrants, the share of ordinary mig¬ 
rants is rising. That indicates still further 
worsening of the sex disparity which is to be found 
in the city and a rise in the proportion of single 
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MALE-FEMALE RATIO IN DIFFERENT AGE GROUPS AS PER f%l CENSUS 


Age Group 

0-9 

10-14 

I.S-19 

20-24 

25-29 

30-34 

353-9 

No. of men per 1000 women 

1049 

1148 

1576 

1932 

2111 

2152 

2443 

1 ■ ri 11 I. 

Age Group 

40-44 

45-49 

50-54 

55-59 

60-64 

6.S-69 

70-1 

No. of men per 1000 women 

2312 

2116 

2002 

2282 

1197 . 

U75 

1051 


■> > 
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members among households and the total popu¬ 
lation. The result is bound to be greater politi>- 
cal and social instability in the future as the 
source of such instability is tending to increase 
in magnitude.” 

The sex ratio is the highest in Calcutta as per 
1961 census. There is predominance of males over 
females in other big cities as well, but Calcutta surpas¬ 
ses all in this. Table 5 gives the sex ratio of the popu¬ 
lation in India and in the major cities in 1961. 


Tabi I 5 

SEX RATIO OK THE POPULATION OF INDIA AND 
OF MAJOR CITIES 1961 


Area 

Mules per 1000 


females 

India 

1063 

Calcutta 

1634 

Greater Bombay 

1507 

Delhi 

1386 

Madra.s 

1110 

Hyderabad 

1076 

Bangalore 

1144 

Ahmedabad 

1243 


The sex ratio varies with age. Normally in a 
closed population, it tends to decline from about 
1,050 at birth. It crosses the level 1,000 at about age 
30 or 40 and continues to decline at higher ages. 

Age Composition 

Another significant feature of Calcutta’s popu¬ 
lation is its age composition. The proportion of 
children (under 15 years of age) increased from 29.7 
per cent in 1951 to 30.02 per cent in 1961. But the 
figure is much smaller when compared with that of 
all India. In the case of India, the proportion of 
children in the population increased from 37.4 per 
cent in 1951 to 41 per cent in 1961. Table 6 gives 
the proportion of persons in age groups 0-14 and 
15-59 during the period 1901-61. 

In a demographic study of population, the anal¬ 
ysis of age composition is of great social and econo¬ 
mic significance. The present age composition of 
the population is again the resultant of past births, 
deaths and migration movements. 

Applying the rule of thumb measure of Sund- 
barg’s age categories with regard to the proportion 
of parsons in the agfc-group 0-14 around 400,330 
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Table 6 

PERCENTAGE OF PERSONS AT YOLTNO AND 
WORKING AGES 1901-61 


yettr Percentage of persons in age group 




0-14 

15-59 

1901 


21.9 

73.1 

1911 


22.1 

73.3 

1921 


23.0 

72.9 

1931 


24.7 

72.2 

1941 


24.5 

72.7 

1951 


29.7 

67.4 

1961 


30.0 

65.6 


and 200 per thousand of population being characteris¬ 
ed as progressive, stationary and regressive type of 
population respectively, Calcutta’s population may 
be said to be stationary. 

Economic Activity 

The National Classification of Occupation and the 
Industrial Classification adopted at the time of 1961 
census provide us important information not only 
about the occupations, but also about the industrial 
complex and highlight the nature and type of econo¬ 
my and certain industries or occupations around 
which moves the economic life of the city. The per¬ 
centage distribution of workers and non-workers is 
shown in Table 7. 

TABLt 7 

PERCENTAGE DISTRIBUTION OF V/ORKERS AND 
NON-WORKERS BY SEX AS PER 1961 CENSUS 

Percentage Jistrihution 

Workers! Non-work er\ Persons Males Fttrules 

Workers 40.41 61.41 6.09 

Non-workers 59.59 ?8.59 93.91 


Table 7 shows that females preponderate as non¬ 
workers as they perform mainly household chores 
and domestic duties which are characterised as non- 
working activity. Nearly 99 per cent of the workers 
are engaged in non-household industry such as trade 
and commerce, manufacturing, transport and com¬ 
munications etc. 

The proportion of workers engaged in other 
services is about 35 per cent of the total working 
population. This is due to the employment provided 
by commercial, industrial and business establish¬ 
ments in the city as well as due to the greater number 
of persons employed in government services. Manu- 
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facturing other than household industry employs 
about l/4th of the total working population. About 
24 per cent of the working population is engaged in 
trade and commerce. 

The proportion of working population in Cal¬ 
cutta as per 1961 census may be compared with other 
major cities in Table 8. 

Table 8 shows that compared with Bombay, 
Calcutta has greater sex imbalance in the participa¬ 
tion rates. In Calcutta, there has always existed 
a large sex disparity and it is still persisting. Like¬ 
wise the industrial categories of the working popula¬ 
tion in Calcutta may be compared with other major 
cities of India. 


Tabu 8 

PERCENTAGE OF WORKING POPULATION AS PER 
1961 CENSUS 



Wotii force as percentage of total popu- 
lotion 

Cities 

Total 

Males 

Females 

Calcutta 

40.4 

61.4 

6.1 

Greater Bombay 

40.6 

61.7 

8.8 

Delhi 

31.6 

52.8 

4.4 

Madras 

30.5 

52.2 

6.3 


Table 9 

INDUSTRIAL CATEGORIES OF THE WORKING POPULATION IN THE MAJOR CITIES OF INDIA AS PER 

1961 CENSUS 


Ci7>' 

Manufacturing Construction 
other than 
household in¬ 
dustries 

Trade & com- 

commerce 

Transport, stor¬ 
age & commun¬ 
ication 

Other services 

Others 




MALES 




Calcutta 

26.28 

3.35 

24.96 

12.21 

32.18 

1.02 

Greater Bofhbay 

41.02 

2.61 

18.60 

11.70 

23.28 

2.78 

Delhi 

21.67 

4.32 

20.93 

6.64 

44.34 

2.77 

Madras 

26.42 

4.38 

19.97 

12.76 

33.04 

3.42 




FEMALES 




Calcutta 

7.79 

0.67 

6.26 

3.00 

81.13 

1.16 

Greater Bombay 

22.91 

3.21 

11.76 

6.14 

47.68 

8.13 

Delhi 

6.98 

4.95 

4.10 

1.84 

71.05 

11.08 

Madras 

6.65 

3.28 

11.46 

3.21 

67.12 

8.27 


The crude work participation rate for Calcutta 
is 40.4 per cent. It would also be worthwhile to 
know the work participation rates at young, working 
and old ages for both males and female.s. Table 
10 shows these rates for both the sexes. 

Female work participation rate in Calcutta as 
also in other major cities of India is quite low. Parti¬ 
cipation of women in economic activity depends 
upon many factors, viz., marital status, fertility, 
average age at marriage, reductions in mortality, 
^c. . Economic status and attitudes towards appro¬ 
priate roles for women in the society also play a 
large part in determining the extent of female labour 
force. 
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Table 10 

WORK PARTICIPATION RATES IN CALCUTTA 
CLASSIFIED BY SEX AND BROAD AGE-CROUPS, 1961 


Age-group 

Work 

participation 

rates 

Persons 

Males 

Females 

0-14 

1.46 

2.64 

0.18 

15-34 

52.73 

76.26 

7.19 

35-59 

68.95 

92.73 

15.26 

60 

30.22 

51.42 

5.81 

Total 

40.41 

61.41 

6.09 
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Tenancy Reforms in India 

Harf Dkv Goyal 


In the First Five Year Plan it was emphasised that the 
future of land ownership and agriculture constitutes 
the most fundamental issue in national development. 
In pursuance of this, certain measures of tenancy 
reform, besides other land reforms, have been intro¬ 
duced through legislation in almost all the States in 
India. These measures relate to: 

(/) regulation of rent; 

(ii) security of tenure; and 

(Hi) conferment of ownership on tenants. 

It was recommended in the First and Second Five 
Year Plans that the rale of rent should not exceed 
i or I of the gross produce. It was also stated in the 
First Five Year Plan that tenants should have security 
of tenure, owners who were bonafide cultivators, 
being permitted to resume land for personal cultivation. 
Resumption on this ground was to be limited to the 
area which adult workers in the family could cultivate 
by themselves with the ocsasional assistance of ag¬ 
ricultural labour to the extent customary among those 
who cultivated their own lands. About ownership 
rights, a suggestion was made in the Second Five 
Year Plan that each state should have a programme 
for converting tenants of non-rcsumable lands into 
owners and putting an end to vestiges of tenant- 
landlord relationship. In most of the States necessary 
legislations has been enacted to bring about reforms 
on the above lines. The degree of success achieved 
in this direction, is attempted to be assessed here. 
Certain observations have been made on the basis of 
studies on Land Reforms, and a report of American 
Speciali.sts on land reforms. 

Rekfs Are Sfill High 

In Bombay State, even after five years of the 
enactment of the Bombay Tenancy Act which 
fixed maximum rent for irrigated lands as J 
of the gross produce and J for other land, for nearly 
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half of the tenanted area, the rents remained as high as 
50 per cent of the gross produce. On the cash rented 
area (about J of the total tenanted area) the cash 
rents remained very much at the old levels. 

In West Bengal, the situation was much worse. 
Even after ten years of operation, in regard to fcerge 
cultivation the law (the West Bengal Eastates Acquisi¬ 
tion Bill of 1953) has hardly been effective in changing 
the traditional system of sharing in produce and of 
sharing in costs. In most of the cases the bargaclar 
(tenant) gets 50 per cent of the gross output, hut he 
has to bear the costs as well. 

The same situation prevails in Rajasthan. The 
most common practice of sharing the produce is 
50:50. In 1953-54. about 66 per cent of the share¬ 
croppers held land on this basis. Though the Produce 
Rents Regulating Act 1952 restricted the land holder’s 
share to i of the produce excluding fodder, only in 
one of the 73 cases of crop-sharing, did the practice 
conform to the statuory maximum. As regards 
sharing of expenses, the provisions of the Tenarcy Act 
seem to have been ineffective as far as the maximum 
right of rent in kind was concerned. This is also tiue 
about the cost of cartage of the land owner’s share of 
the produce which according to the law should have 
been borne by the owner himself. 

Of the known situations, perhapse the worst is 
in the Madras State. In Tanjore district, according 
to Prof. Wolf A. Ladejinsky, rentals ranged from 70 
to 80 per cent of the crop. And the cost of culti¬ 
vation was also borne by the tenants. 

Security of Tenure is Lacking 

In Bombay State, the Act was intended to confer 
security of tenure upon tenants subject to the land¬ 
lords’ right to resume 50 acres for personal cultivation. 
The protection was not effective in practice. Of the 
area which was tenant cultivated in the first year of 
the enquiry only S8.1 per cent continued to be held 
by the same tenant at the end of enquiry (i.e., in 
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1952-53). 48,7 per cent of the area was either resumed 
by the owner or the tenant was changed. In over 80 
per cent of the cases, the landlords obtained, voluntary 
surrenders by the tenants. 

In Gujarat State, there was extensive surrender of 
land by tenants aggregating to about 1.5 lakh acres 
upto June 1955. Eviction of protected tenants, 
during 1951-54, was considerable involving 27 per cent 
of the tenants. Similarly during 1952-55, about 38 
per cent of the evicitions were due to failure by tenants 
to pay rent. About 6 per cent of the tenants failed to 
acquire protected tenancy rights due to faulty records. 
Another 13 per cent who were mere subtenants could 
not be covered by the legislation. 

In Hyderabad, a significant degree of evasion has 
occurred in the implementation of tenancy legislation. 
Out of the originally created protected tenants in 
1951, only 45 per cent remained to enjoy their protec 
ted status at the time of enquiry (1952-55). 2.5 per 
cent were legally evicted; 22 per cent were illegally 
thrown out; 17 per cent volunatiily surrendered their 
land and 12 per cent could purchase the land. The 
so-called voluntary surrenders arc very often a subtle 
form of illegal eviction and only a proportion of these 
surrenders is genuine. 

The Baroda district of Gujarat (formerly Bombay) 
State presents the same kind of picture. There has 
been ejectment of tenants on a considerable scale. 
Between 1948-49 and 1953-54 the area under tenants 
fell by about 40 per cent. In most cases the tenancies 
were terminated on grounds of resumption for per¬ 
sonal cultivation. There arc reasons to believe that the 
personal cultivation for which the landlords ter- 
minatedtheir tenancies was not genuine. 

In Uttar Pradesh, the ejectments started in antici¬ 
pation of the Zamindari Abolition Scheme. Accord¬ 
ing to the Revenue Administration Reports tenants 
began to be ejected at twice the normal in the year 
1944 and 1949. The legislation could not put an end 
to this practice though in the years immediately 
preceding Zamindari abolition, the area from which 
tenants were ejected was limited. 

In Rajasthan, the tenurial security of the tenants 
was found, in 1960-61, to be worse in the Zamindari 
and the Khalsa regions than in the Jagir regions. 

On the whole, we can say that legislation failed 
to a large extent in most of the States in providing 
security of tenure to the actual tiller of the soil. 

Ownership Rights Conferred upon Negligible 
Percentage of Tenants 

In Hyderabad, only 12 per cent of the tenants could 
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purchase the land. In Bombay State, the Act intended 
to facilitate purchase of ownership by tenants. But 
tenant could purchase ownership of only 3.2 per cent 
of the area. In Baroda district of Gujarat State 
(formerly Bombay State) during 1948-53, there were 
very few cases of landholders selling their lands to 
their own icnant.s. In about 60 per cent of case 
of sale of land, the purchasers were not the tenants. 

Reasons for Poor Achievement 

The reasons for the poor achievement may be 
attributed to certain factors; broadly categorised as 
administrative and socio-political. 

Under administrative factors, the incomplete 
records of tenancy rights is the first one. In many 
areas there were considerable errors in the village 
records and the recording of tenancy rights was not 
satisfactory while in others, systematic land records 
were not at all available for large areas. 

Secondly, the Icgilsation is faulty. In Madras 
and Andhra Pradesh the present land reform law is 
of a temporary, stop-gap nature and comprehensive 
legislation measures have yet to be enacted. In 
Bihar, the law in force is still the Tenancy Act 
of 1885 with some modifications which are wholly 
inadequate. Legislation in Punjab, is extremely 
defective and needs complete overhauling. The 
tenancy laws are complicated in nature also. In 
many States tenancy laws were in conflict with other 
enactments resulting in confusion in the minds of 
lower revenue officials. 

Thirdly, the negative attitude of Government 
officials at state, district, block or village levels is 
responsible for this state of affairs. The inefficiency, 
apathy and obstructive attitude of some revenue 
officials particularly ‘patwaris’ towards the tenants 
is also responsible for poor returns. 

Last but not the least is the easy access to PL-480 
imports which has made the administrative machinery 
very lethargic. The administration, particularly 
those of its branches dealing with implementation of 
the programmes of agricultural development, never 
took the reforms seriously. Nor did it feel any 
need to do so. 

Socio-political factors are equally important. At 
many places, significant provisions of tenancy legis¬ 
lations are less known to the tenants as most of them 
‘enjoy’ inferior social status and are relatively much 
less educated. The big landlords in the villages, 
holding key positions in the development programmes 
of the State Governments, and having scats in the 
Legislative Assemblies, were obviously after these 



legislations and saw to it that they were not imple> 
mentcd. There were gap-periods between the ideas 
of land reform and the enactment of the legislation 
and between the enactment and the implementation. 
These were very successfully utilised for evicting 
the tenants and transferring the ownership rights to 
certain relatives. So these vested interests are res¬ 
ponsible for failure on this front. 

The implications of this state of affairs are 
obvious. No long-term improvement by the tenant, 
particularly regarding investment in immovable equip¬ 
ment and land improvement such as terracing and 
irrigation could be made. Insecurity of tenure has 
also made it difUcult for the tenant to introduce 
rational rotation system since he can never know 


if he will complete the rotation cycle. 

Besides these and many other long term improve¬ 
ments, the tenancy system affects short-term improve¬ 
ment also. We have pinned our hopes on the new 
strategy for agricultural production in the Fourth 
Five Year Plan. In this strategy we hope to achieve 
our targets by producing 25 million tons more frem 
high yielding varieties of seeds. These varieties 
require a huge dose of chemical fertilizers and 
irrigation. All these recommended practices cost 
about Rs. 175 more to the farmer. We may have to 
face some disappointment in achieving our targets 
by 1971 if tenancy reforms are not adequately imple¬ 
mented at an earlier date. Hence its importance and 
urgency in the changed situation. 


WORLD FOOD CRISIS 
[Qinfinutd fiom page 21) 

The high-yielding varieties of seed are also com¬ 
mended for augmenting the existing low output. The 
International Rice Research Institute has discovered 
new varieties of rice, which have quicker maturity of 
120 days and are able to yield 6000 to 9000 kilograms 
of paddy per hectare per crop. In India, 1.82 mil¬ 
lion acres were brought under the hybrid varities of 
seeds during the khariferopof 1966-67. Taichung 
Native-I has yielded 3000 to 65000 lbs of rice paddy 
per acre. The highest yield per acre from jo war 
has been 4500 lbs, from bajara 5330 lbs and from 
maize 5000 lbs. 

It is one thing to secure yield take-off and quite 
another to administer food production and dis¬ 
tribution. As the experts believe, “people do not 
starve because of an absolute shortage of food. They 
starve because of poor management.” The Bengal 
famine of 1943 involving no less than 3.5 million 
deaths was, by and large, due to maladministration. 
Even now while man dies of hunger, rats and rodants, 


monkeys and cows, insects and pesticides fatten 
themselves. 

To avert the world food crisis, it is not enough 
to provide the traditional foods. Synthetic 
and suitably processed foods have also to play a 
vital role. More so because the elimination of mal¬ 
nutrition and the provision of protein-rich and vita- 
minised balanced diet are the prerequisites for human 
efficiency. 

Whatever the odds, there is no reason to be dis¬ 
mayed if we are able to “contain our procreativity 
within the framework of our productivity” and to 
assure not only food, but also leisure and enjoyment 
of life to mankind. This, however, presupposes, 
(/) stabilization of the population growth; (i7) reduc¬ 
tion in regional imbalances between the haves and 
and the have-nots through economic aid; and (i7i) 
peaceful co-existence of the small and big powers. 

India has in the past demonstrated her support 
on these counts and will have yet another opportunity 
in the second United Nations Conference for Trade 
and Development to beheld in New Delhi to reiterate 
her unswerving faith in the 3-point approach. 
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Industrial Adjudication 



Satish Rawat 


In the new social order that is being evolved in which 
industrial relations are undergoing radical changes, 
the state will have to be more and more alert in embo¬ 
dying the contents of these changes in statutes. 
This is a growing branch of law on the healthy 
development on which depends better labour- 
management relations and the maintenance of 
industrial peace. 

Consequent upon industrial progress made by the 
country since the advent of freedom and the ideal of 
a socialistic pattern of society adopted by the country, 
the relations between the managements of industrial 
concern and the workmen employed therein have 
assumed great importance. The Industrial Disputes 
Act 1947, was intended to make provision for the 
investigation ajid settlement of industrial disputes 
and for certain other kindred purposes. This law 
dealing with disputes between the employers and their 
workmen has evolved and developed considerably 
since independence. The Act has been amended 
more than once. Though the Act is comparatively 
a short one, already a large volume of case law has 
grown up and some of the important sections of the 
Act had to be construed. 

The Industrial Disputes Act provided for the 
resolution of industrial disputes by adjudication by 
Tribunals, thus improving upon the Trade Disputes 
Act of 1929. For the first time in this country, the 
right of workmen to lay-off and retrenchment com¬ 
pensation came to be recognised by the amendment 
Act of 1953. After the Constitution came into force 
the awards of Industrial Tribunals and the Labour 
Appellate Tribunal of India were challenged on the 
ground of violation of fundamental and other rights 
but the Supreme Court has not struck down any part 
of the Act as ultra vires of the Constitution. How¬ 
ever, there has not been any uniformity in the deci¬ 
sions of Tribunals as theawards have always to depend 
upon prevailing conceptions of social justice in decid¬ 
ing industrial disputes especially as there are no 
precise rules to assist the Tribunals. 
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Difficulties Arising from Application op 
Principles of Social Justice 

Industrial Tribunals have to decide industrial 
disputes both in the background of the principles of 
social justice as embodied in the Constitution and also 
in consonance with the Directive Principles of State 
Policy. The social and political climate of the country 
needs to be given the prime place. The worj^M^sses 
of the country have becomefully^^j^j^^^^^^ir 

economy of the nation. Their clamou^ffRIrtair 
deal must be appreciated and considered in the back¬ 
ground of the social and political climate that pre¬ 
vails in the country today. The authors of the Consti¬ 
tution have clearly indicated that a worker must have 
his due share in country’s social, political and 
economic life with in the frame work of Constitution. 
The objectives and the approach to the problems of 
industrial disputes will have to be considered in view 
of the above. 

The difficulty, however, arises in the application 
of these principles of social justice. When there are 
no specific rules for the application of principles of 
social justice it is difficult for any tribunal dealing with 
a dispute or for any judge dealing with awards of tri¬ 
bunals not to be influenced by the prevailing outlook 
on life and society. No labour legislation, no social 
legislation, no economic legislation, can be considered 
by a Court without applying the principles of social 
justice in interpreting the provisions of these laws. 
Social justice is an objective which is embodied and 
enshrined in our Constitution. It is true that it may 
be difficult to define social justice. In the opinion 
of Mr. Justice Holmes it is an inarticulate major 
premise which is personal and individual to every 
Court and every Judge. The main difficulty for ad¬ 
judicators has been the fact that there are no specific 
rules to guide them in deciding the merits of individual 
demands and adjudicators mostly are guided in 
the beginning by the reports of the committees and 
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commissions relating to conditions of service of 
workmen in industries. Later, they have been guided 
by the precedents set cither by other adjudicators or 
by the Labour Appellate Tribunal. 

In construing social legislation or labour legisla¬ 
tion courts are very reluctant to put any interpreta¬ 
tion which is likely to prejudice the rights and wel¬ 
fare of labour and that, if necessary, the courts even 
strain the language of legislation in order to achieve 
the purpose which the legislature had in placing the 
lagislation on the statute book. Legislators has put 
labour legislation on the statute book primarily for 
the purpose of redressing the balance between employ¬ 
ers and employees and that unless Adjudicators are 
compelled to do so by the clear language used by the 
legislature they do not put any construction upon any 
provision of labour legislation which will in anyway 
prejudicially affect the rights of workmen. It is true 
that the industrial adjudication purely on technical 
and legalistic considerations which are apt to lead to 
rigidj^H^ inflexibility would not always be appro- 

allow purely theoretical 

injffiiHir^inaustnaradjudication. In its attempt to 
secure social justice, industrial adjudication has to 
adjust rival claims of the employers and the workmen 
in a fair and just manner and this object can best be 
achieved by dealing with each problem as it arises 
on the basis its own facts and circumstances. 

Powers of the Adjudicator 

An adjudicator has the powe to given an award 
on all the items of disputes referred to him and go into 
the merits of claims of workmen. It is now well 
settled that the adjudicator is not bound by the condi¬ 
tions of contract of employment of the workmen. 
Adjudication docs not mean adjudication according 
to the strict law of master and servant. The award 
of the Tribunal may contain provision for settlement 
of a dispute which no court could order if it was 
bound by ordinary law but the Tribunal is not fettered 
in any way by these limitations. To avoid disastrous 
happenings, there have been attempts in every ad¬ 
vanced state to provide for a satisfactory solution of 
the several problems which arise in the relations 
between employers and workmen by conciliation and 
adjudication. The ultimate decisions of such Tri¬ 
bunals have to be determined not merely by the appli¬ 
cation of legal principles to ascertain facts, but by 
considerations of policy also. Industrial arbitration 
raiy envolve the extension of an existing agreement or 
the making of a new one or in general the creation of 
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new obligations or modification of old ones, while 
commercial arbitration generally concerns itself with 
interpretation of existing obligations and disputes 
relating to existing agreements. Thus, the adjudica¬ 
tor is not so much concerned with interpretation of 
existing condition of contract of employment but 
more with how the conditions are to be modified. 
The Tribunal can adjudicate upon matters covered by 
other legislations such as a dispute for refund of wage.s 
validly deducted under the payment of Wages Act 
could be an industrial dispute and that the Tribunal 
has jurisdiction to order refund of any portion of the 
wages deducted. The fixation of minimum wage 
under the Minimum Wages Act does not preclude 
an Industrial Tribunal from adjudicating upon a 
dispute regarding wages between the workmen and 
the employer. 

An adjudicator can make an interim award which 
may be either a final or interim deteimiraticn of the 
dispute referred to it. The only limitaticn would be 
that an interim award could only give such interim re¬ 
lief as might be given in the final award. As regards 
the powers of the Tribunal to make an interim award, 
it has been held that the expression “interim award” 
does not necessarily mean the final determination of 
some items out of the items referred to the Tribunal 
but the Tribunal can make a modification of the 
interim award in its final award. It has also been 
held that it is not necessary that apreliminaiy question 
of jurisdiction raised by any party should be finally 
decided before making an interim award and that it 
is enough if a prima facie case is made which would 
not operate to the prejudice of the final decision. 

An Administrative Act 

It must be remembered that in making a reference 
to a Tribunal, the Government is doing an adminis- 
tive act and the fact that it has to form an opinion as 
to the factual existence of an industrial dispute as a 
preliminary step to the discharge of its function does 
not make it any the less administrative in character. 
The court cannot scrutinise the order of referenceclose- 
ly to see if there has been any material before Govern¬ 
ment to support its conclusion, as if it was a judicial 
or quasi-judicial determination. No doubt, it will 
be open to a party seeking to impunge the resulting 
award to show that what was referred by the Govern¬ 
ment was not an industrial dispute within the mean¬ 
ing of the Act, and that, therefore, the Tribunal had 
no jurisdiction to make the award . But, if the dis¬ 
pute was an industrial disptite as defined, in the Act, 
its factual existence and the expediency of making a 
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refereace in thecircunistaoccs of a puticutac case are 
matters entirely fbr the Government to decide upon, 
and it will not be competent for the Court to hold the 
reference bad and quash the proceedings for want of 
jurisdiction merely because there wiu, in its opinion, 
no mat^ial before the Government on which it could 
have come to an affirmative conclusion on those 
matters. However, as to the question of jurisdiction 
of Tribunals on any of the grounds, such as the dis¬ 
pute not being an industrial dispute or that it has not 
been referred by the appropriate Government or that 
the undertaking of the management is not an industry 
within the meaning of the Act etc., all these questions 
being mixed questions of law and facts, it has been 
held that the Tribunals should decide these preliminary 
issues, if raised, and only against such decisions or 
against a final award can remedies be availed of under 
the Constitution of India. Where the question of 
jurisdiction of the Tribunal involves mixed questions 
of laws and facts, such questions cannot be raised for 
the first tim; in appeal, but should be raised before 
the Tribunal concerned. 


Powaa TO pECiDE Related Matters 

Adjudicators have not only got the powers to 
decide on matters referred it but also on any ques¬ 
tion relating or incidental thereto. The Tribunal has 
jurisdiction to grant interim relief to workmen whose 
dismissal was the subject matter of a dispute by pay- 
mjnt of salaries and allowances even if the specific 
matter is not referred to it. Where a dispute is refer¬ 
red as to whether an employee is entitled to reinstate¬ 
ment and if the Tribunal finds that he is so entitled, 
the award can deal with relief like back wages during 
the period of non-employment as well as continuity 
of service etc., as they would be matters incidental to 
the industrial dispute referred to it. But, if the ad¬ 
judicator finds that the employee is not entitled to 
reinstatement he has no jurisdiction to award compen¬ 
sation as the award relating to compensation 
would not be said to be incidental to the point 
referred. 


Power of Interpretation and Clarification 

In ca$e of difficulty or doubt arising as to the 
interpretation of an interim award before the final 
awaid is published, the parties to the dispute can refer 
such, difficulties and doubts to^th*^ same Tribunal for 
darification because the Tribunal dealing with the 


dispute continues to exist and the Tribunal has power 
to interpret them. The appropriate Goveiiimeot is 
empowered to refer the question for interpretation to 
another Tribunal only when the Tribunal ceases tb 
function fOr that particular dispute after its final 
award is published. Further, where a settlement has 
been arrived af between an employer and the work¬ 
men outside the Court on the issues pending before 
the Tribunal for its award, it has been held that the 
tribunal is left with no alternative in such circumstances 
but to give its award in terms of the settlement filed 
before it for the purpose. If this is not done and the 
findings in the award are different from the memoran¬ 
dum of settlement it would create further problems and 
complications in maintaining industrial peace and it 
would hit the very basis of the Industrial Dispute Act. 
In such a case two parallel instruments under the same 
section of the same Act over the same items of dis¬ 
putes would be in operations and binding in character 
on the same set of workmen at the same time.. The 
items of disputes pending before the Tribunal for its 
final determination are not subjudiceand these matters 
can be discussed at all levels, including conciliation, 
even at that stage to explore the possibilities of settlit- 
ment between the management and its workmen in 
the interest of healthy industrial rtiations and lasting 
peace in industry. The Conciliation Officer has no 
power to decide any dispute but is only charged with 
the duty of bringing about a settlement of a dipute. 
It is, therefore, incumbent on a court in construing a 
statute to look into the general purposes of the Act. 
The word “settlement” occuring in the preamble of 
the Act is for construing the meaning of the word 
“adjudication” in the Act. 

The Civil Procedure Code governs the powers of 
the Industrial Tribunal relating to discovery, produc¬ 
tion and inspection of documents relevant to the case. 
There is no prescription under the rules that the rules 
of evidence laid down in the Indian Evidence Act would 
be applicable to enquiries by an Industrial Tribunal. 
The Tribunal on evidence gathered by it on a visit to 
a factory or establishment, can base its award on 
materials not on the record. When the trial is over 
the powers which arc available to a Civil Court after 
such trial are not available to the Industrial Tribunal 
because once a case has been finally disposed of its 
powers are exhausted and the other powers of the 
Civil Court are not among such a Tribunal. It is 
clear, however, that the the discretion of Industrial 
Tribunal is a juiicial discretion and must be exercised 
according to the rules of reason and justice—not by 
chance or caprice or private opinion or some fanciful 
idea of benevolence or sympathy. 
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Gleanings from the Press 


DANGERS OF.REGIONALISM 

The spectacular success achieved by the DMK at the 
last general election has set an example which is 
catching on: witness the entry of the Shiv Sena into 
politics; the emergence of the Vishal (greater) Haryana 
Party—a platform that the dismissed Chief Minister 
Rao Birendra Singh adopted for want of any other 
—provides yet another pointer. 

The more thoughtful politicians recognise the 
threat that these regional phenomena—and others, like 
Assam’s Lachit Sena—pose to national parlies. But 
the recognition of a common danger is still not too 
strong. Intensifying political competition makes most 
parties fall for the temptation of cashing in on regional 
fervour, as for instance in the case of the PSP vis-a- 
vis the Shiv Sena in Bombay. 

Fortunately; there are some correctives at work 
against this growing divisiveness. In Assam, leaders 
of the SSP, PSP and CPI have come out sharply 
against the plan set out by Mr. Gauri Shankar Bhat- 
tacharjee, leader of the United Opposition in the legis¬ 
lature, for a new regional party. They have denounced 
the attempt to exploit the discontent of Assam’s youth 
by giving a regional twist to the demands for a better 
deal. In Bombay, the Shiv Sena’s success has 
brought the SSP and CPI together to appeal for Left 
unity to fight the danger of regionalism disrupting 
the trade union movement. 

The battle between divisiveness and cohesion is 
developing into a race for time.' The healthier trends 
in national life are handicapped by the fact that the 
country’s political leadership has still to take cogni¬ 
zance of the situation in its totality. 

This inability to take the long view is strikingly 
illustrated by the Shiv Sena’s history. As most 
Leftist now realise, it is they who give a fillip to paro¬ 
chialism through their stormy campaign under the 
banner of the Sampuma Maharashtra Samiti first 
for a tmOingiial Maharashtra, and next for annexing 
additional a^eas to the State. 

... .The Shiv Sena phenomenon has undoubtedly 
Odia facets as well : Mr. Chavan is on record as 


saying that some ‘capitalists, have helped it with 
money. 

The parallel between the Shiv Sena's tirades against 
South Indian clerks, taxi drivers and shopkeepers and 
Hitler’s baiting of the Jews is too obvious to need to 
be laboured. 

The pattern of events is not very different in res¬ 
pect of the Lachit Sena. The feeling that Assam is 
being imposed upon has been fostered by the unres¬ 
trained attacks all parties have been making against 
the Centre. In this case too, the State Government 
has been lax, as well as unduly lenient. 

The only practical solution, therefore, lies in seek- 
king a consensus among political parties. Their reac¬ 
tion to Mrs. Gandhi’s attempt to revive the National 
Integration Council are severely discouraging but 
there is reason to hope that perception of common 
danger may lead to a change towards greater helpful¬ 
ness. 

Dilip Mukewle 
The Statesman, April 12 ,1968 


FRUSTRATION IN TAMILNAD 

While the refusal to move to the Right in spite of the 
insidious appeals of Riyaji, and to abandon the basic 
radicalism of the DMK are to be welcomed, yet its 
refusal to choose is not particularly healthy. It has, 
after all, such a safe majority in the Assembly that it 
could act as a pace-setter for the other non-Congress 
coalitions and could help to project the radical alter¬ 
native for which there is such dire need today. This 
it has certainly failed to do in its 12 months of un¬ 
challenged stay in office. The holding of the Tamil 
World Festival and the like are absolutely no alter¬ 
native to attempting to democratise, to the extent 
feasible, the life of Tamiland. It has not acted upon 
any of the more radical planks of its Section manifesto. 
... .It cannot point to any measure of lasting signi¬ 
ficance. 



This stagnation and Tailure to act boldly will only 
result in rending conflicts among the social forces that 
came together to give the DMK its resounding trium¬ 
ph in 1967. Frustration can take the shape of defiant 
gestures against the Centre such as flag burning and 
so on or the uglier form of rowdy clashes between 
social groups who have absolutely no objective reason 
to be so murderous towards one another. SUch 
clashes are not only the consequence of the longstand¬ 
ing parochialism. They arc also the product of sense 
of a lack of momentum in life as a whole leading to 
pent up anger which seeks any target. 

The present type of turmoil that troubles Tamilnad 
is thoroughly disruptive and dangerous 

Economic ami Political tVeekly. April 6, 1968 


THK R.S.S. OCTOPUS EXTENDS ITS 
TENTACLFS 

MbN like Kanwar Lai (iupta and Vasani Krishna Okc 
went out, contested elections against the Jana Sangh 
but were later taken back into the fold as soon as they 
regretted their earlier conduct and de novo pledged 
their loyalty to the RSS leaders. This sort of come 
back may become more ditficult m future as the RSS 
leadership develops greater political confidence 

Whatever the understanding or misunderstanding 
a fear ;ind suspicion has grown that the future of a 
Jana Sangh plolitician is insecure unless he submits 
himself completely to the wishes of Golwalkar's 
organisation. 

The present controversy is thus re^ oiviug round the 
nature of relationship between the RSS, which is 
essentially an organisation of cadres bound together 
by an ideological aim and ambition, and the Jana 
Sangh which wishes to take its pliicc among the democ¬ 
ratically run political parties. The latter doc not 
object to the RSS leaders and workers directly and 
openly participating in political activity. The objec¬ 
tion is to the attempt to retain the levers of power 
without incurring the risk of public criticism. Who¬ 
ever wishes to enjoy power must also share res¬ 
ponsibility, it is argued. On the contrary as soon as 
a particular worker appears to be winning popular 
response that may make him independent of RSS 
controls, his wings arc sought to be cut. 

The Sangh provides a typical instance of the RSS 
modus dperandi. * 

A five-member committee to coordinate the acti¬ 
vities of the party in Corporation, the Metropolitan 
Council and the Parliament, was set up in which two 

36 


representatives of the RSS were also htwiiiated. 
With the help of Kanwar Lai Gupta who heads the 
committee, these two are able to fully control the party 
to the annoyance of the large majority of Jana Sanjgh 
councillors. 

The phenomenon is not confined to Delhi alone. 
There arc similar reports from other states. 

The RSS leadership does mot wish the BJS to be¬ 
come an independent force. Perhaps they remember 
how the RSS itself, started as a volunteer corps of 
the Hindu Maha Sabha, not only outgrew the Sabha 
but replaced it as the only organisation representing 
the Hindu point of view. The present is considered 
the safest time for action because the difRcuIties that 
may be created in the proces.s can be overcome well 
before the next elections. There will be enough time 
to build a new leadership. If they persist in this 
course outsiders will no longer join the Jana Sangh 
the way they did before the election. The dreaded 
RSS octopus has become a reality. 

Weekend Review, April 6,1968 


THE INSURANCE AMENDMENT BILL 

In its approach to the problem of these companies, 
as well as to the control of general insurance as a whole, 
the Bill is to be welcomed. It provides for mergers 
of companies, for raising the minimum deposit and for 
ensuring solvency by insisting on a minimum surplus 
of assets over liabilities. All these provisions are 
calculated cither to weed out or strengthen the weaker 
units. 

Whether these powers will enable the Controller 
to eliminate some of the evils which have beset general 
insurance, like ‘rebating’ of premiums and advances 
to favoured clients or their companies, remains to be 
seen. The elimination of weak units, either through 
merger or liquidation, will itself be conducive to an 
improvement in insurance practices. We may also 
hope that the tariff structiure of general insurance 
companies will get rationalised under the new system 
in which a tariff advisory committee, presided over 
by the Controller, will have the final say over premium 
rates. 

It provides for the taking over of insurance com¬ 
panies under certain conditions. This provision need 
not raise undue apprehensions that the Damocles 
sword of nationalisation is hanging over every firm. 
The safeguards provided for the insurance before 
nationalisation is embarked upon are adequate. In any 
case, the advantages that may result from the taking 
over of any but the biggest companies—which tat 
also the better managed companies—are so few tHat 
the Controller is unlikely to mcommend nationalisa¬ 
tion except under compelling circumstances. 

The Mltfi iSicpress, Ai0.lOi 
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Book Reviews 



A New Horizon in Central Banking, by Sid Mittra, 
Asia Publishing House, Bombay, Rs. 30 pp. 
XXII-!-258.. 


In the immediate context of Keynesian economics, 
monetary methods, as tools of Trade Cycle analysis, 
lost much of their respectability, as against the 
exaggerated importance attached to these by classical 
economists. But with the realization that Keynesian 
tools have considerable relevance in regard to the 
growth problems of developing economies, the role of 
the Central Bank has acquired a new dimension. 
Dr. Sid Mittra’s book is a byproduct of this awareness. 
The book presents detailed analysis of the role of 
monetary policy in the development process in an 
underdeveloped country, in the fascinating context of 
the Indian background where the Central Bank is 
taking an active part in the economic development of 
the country. 

The first six chapters of the book cover various 
fields like the nature of an underdeveloped economy, 
the banking system, money and capital markets in 


India, and a survey of the three Five Year Plans in 
India. The author's analysis is rather sketchy and 
superficial in this part. 

The analysis gains in depth and becomes really 
interesting in the subsequent chapters where the author 
presents a balanced assessment of the achivements of 
the monetary authority in India in the cotext of the 
Plans, their objectives and target«b*Chapter YII of the 
book on the problem of monetary management in 
India contains an instructive analysis of the quanti* 
tative and selective weapons of credit control arid their 
use by the Reserve Bank in the course of the Plan 
periods. The author’s broad conclusion that the 
Reserve Bank handled the instruments of cr«)it control 
^pecially^ the selective Vrea|iofis-^iit a judicious- 
loanner to attahi the twin objectives of development 
and stid>ility seems fairly valid. 

^ J In dhapter Vlit dne finds an able stiufy of some 
cpiRenij^dtaiy^ economic growth, 

' of htflationrddSeft 



financing etc. Though there is not much in regard to 
these issues that is new and original, yet. the author's 
study presents a balanced and integrated analysis. 

Finally, the author concludes his survey with an 
excellent and illuminating account of the promotional 
and restrictive roles of the Reserve Bank of India in 
the context of economic growth. Chapters IX to 
XI in parts can easily claim to contain the author’s 
real contribution to the study of central banking in a 
developing economy. In its promotional role, the 
Reserve Bank has undoubtedly played a dynamic 
part in developing the institutional credit as well as 
reconstructing the banking system in every feasible 
direction. In regard to its restrictive role, the Reserve 
Bank was confronted with the dilemma of its obliga¬ 
tion to act as a source of credit expansion for financ¬ 
ing budgetary deficit and at the same time being 
entrusted with the responsibility of controlling the 
inflation generated primarily by itself, The Reserve 
Bank faced up to the situation admirably and the 
author’s statement that the bank was largely success¬ 
ful in its restrictive role as well, is ably established by 
theoretical and factual analysis. 

Dr. Mittra’s thorough and interesting analysis of 
monetary policy in the period of planning leads to the 
conclusion that the inflation which has developed in 
theindian economy is due more to the “total cconcmic 
policy” of the Government rather than the result of 
any fundamental and major failure of the Researve 
Bank itself. To quote Dr. Mittra, the Reserve Bank 
has “protected the economy as best as feasiUe against 
disturbance of the even tenor of progress through 
judicious , skillful and pliant employment of the spe¬ 
cially devised techniques of monetary management,” 
Dr, Mitra has rightly concluded that if the ihflation 
was not effectively controlled, the Reserve Bank was 
pot to blame inasmuch as to attain the objective of 
rapid economic development, monetary policy in 
India was to a large extent.subordinated to fiscal 
policy. 

Dr. Mittra’s book is a timely and useful addhioni 
to thrlHeffrturooitihe Reserve Bank of India!- One 

P 



can unhesitatingly recQmniend the book as a balanced 
and objective presentation of the issues in central 
banking policy to advanced students of banking and 
research scholars in this field. 

Asokp. Kumar Chaudhuri 


In Quest of a Shadow : The Indian Scene, G.R. 
Ponkshe, pp. 320, P.C. Manaktala and Sons (P) Ltd., 
Bombay, Rs. 2S. 

The author, in this book states that it has been his 
attempt to show the “political rake’s” progress through 
the articles written at various times on the diverse 
aspects of India’s economy. The book is a collection 
of topical articles which appreared in the Indian 
Express between the years 1963 and 1965. The peri od 
roughly covers the two years between the Chinese 
agression and the Indo-Pakistan war, Mr. Ponkshe 
has rearranged and grouped the material under various 
themes and according to him the book is an economic 
study of the misadventures of the government and the 
the ruling party in the recent years, and the ommissions 
and commissions which will have serious rt^iercussions 
in the future. 

In his introduction, the author explains that the 
Congress Party, by resolving to work towards demo¬ 
cratic socialism, took a policy decision to become 
complacent and to make the country complacement. 
The author is quite definite that the high sounding 
term—democratic socialism—the meaning of which, 
those who advocated the term, were not so clear about. 


runs the danger of leading to communism, the 
end product that the Congress is setting out to 
achieve is socialism pure and simple, through the 
means of Parliamentary Democracy, the means will 
cease to count, once the end has been achieved and 
once a certain degree of socialism has been 
established.” By several articles, on the different 
aspects of controls, planning, tax burden, written 
with conviction and skill, the author drives home 
his points. 

With prolofic use of “ghosts” and “shadows”, 
Mr. Ponkhe hits at the government policy of dealing 
with monopolies, liquidation of big landholders, and 
its efforts to make Banks the scapegoat, and also at 
those whose thinking is governed more by prejudice 
and jealousy than by reason, not appreciating the 
entrepreneural accumen displayed by the industrial 
houses in the country. Perhaps, in this context, one 
can imagine that the question of the Privy Purses 
will take a large slice of the future collection of article, 
and where the authors’ sympathies will lie. Mr. 
Ponkshe, however, is voicing the feelings of the people 
when he says that the leaders of the Congress Party 
could have set an example, to the masses, by making 
over to the government, in return for Gold Bonds, all 
but few of the ornaments of their family members, 
and by taking an oath not to make new ones for a 
period of at least ten years. 

No doubt, Mr. Ponkshe is not pleased with the 
country’s economy but is there any easy solution, 
except “produce or perish”. 

S. M. Madden 


VISAKHAPATNAM PORT TRUST TENDER NOTICE 

Sealed Tenders on prescribed form are invited from experieimed Contractors fm Construction 
of Second Storage Shed (Ware house) in B-1 area and will be received by the Chief Engineer, Visakta- 
patnam Port Trust upto 3-00 p.m. on 21-5-1968. The Tenders will be opened by the Tender Committee 
after 3-05 p.m. on the same ^y in the presence of those tenderers, who may be present. 

For obtaining Tender Forms and specifications, payment in cash is to be made to the Financial 
Adviser A Chief Accounts Offfeer, Visakhapatnam Port lYust, on any working day at the rate of Rs. 
2/- (Rupees Two) only per set of Tender Form and the cash receipt is to he attaclmd to the application 
to the Chief Engineer, Visakhapatnam Port Trust for Tender Forms etc. 

Intending tenderers should give proof of haviiq; done works of dmilar nature costing not less than 
Rs. 14.90 lakhs during the last three years vdiicb should he sent along with Hie anpfication for tender 
forms foiling which the tender papers will not be issued. 

Tcudenen requiring Tender forms etc., by post are required to remit Rs. 2/-(Rupees two only) 
egetra to cover padcing and postal charges. 

ESdmated amount : Rs. 14,87JOOO/- 

(S. SUBBA UAC) 
CHIEF 13<iQNEER 
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Haryana Mid-term Pull 

The Haryana mid-term po'l is a significant event in the evolution 
of democracy in India. Democracy in India or for that matter 
in any part of the world is not a finished product. It is a set 
of high aspirations which are never realised in their totality at 
any particular point of time. It is also possible that in a cer¬ 
tain context of things conditions for the success of democracy 
instead of improving might deteriorate to a point when people 
look for a new dispensation. 

In India we started with high h'‘pes. The hopes were well- 
founded. We had fine leadership which believed passioiwtely 
in the democratic way of life. We had also a great organisation 
like the Congress which could make a good start and give the 
country both progress and stability. The fourth general elec¬ 
tion gave us a new political landscape in which while the Congress 
still dominated the scene there were enough other p litical parties 
which had a hold, some in one part of the country and some in 
others. New ideologies came into the field in an effective way. 
All this was a hopeful development but it did not take us long 
to witness the emergence of certain wrong tendencies which 
lowered the quality of our democracy. Among these tendencies 
was what is now called defection from political parties, not 
for any ideological reason or any other esteemable consider¬ 
ation but just to gain office or receive some material benefits. 
These elected members when they canvassed support from the 
people during elections talked of high principles and all the vir¬ 
tues of democracy but their conduct after election was a nega¬ 
tion of the decencies of public life bringing democracy into ridi¬ 
cule and d'srepute. These defections were there not only in 
Haryana but in other areas too where they cou'd yield some 
material dividends. 

The evil of defections reached formidable proportions in 
Haryana. The ministry of Rao Birendra Singh had not fallen 
and yet the Governor found himself obliged to recommend to 
the President a dose of President’s rule. It was a drastic remedy 
meant to emphasise the need for a radical cure for a malady 
which was eating into the very vitals of democracy in Haryana. 
The proclamation of President’s rule in Haryana was widely, 
almos' universally, welcomed. 

No time was lost in making preparations for a mid-term 
po’l. This poM will take place on May 12 and May H. Bet¬ 
ween now and May 12 are just two weeks in which basic issues 
have to be put across to the people. The basic issues are two, 
one the ne^ for a progr^sive but stable government and two, 
the political and moral obligation on the part of all political 
parties to check the evil of defection. There is by and large 
little doubt in the public mmd that the Congress party alone 




can offer a stable and progressive government. It 
is not that the Congress Party does not have its weak- 
nesses or that all its members can meet the stern 
test of rectitude in private and public life. But here 
as in most other collective matters, we have to go by 
relative standards. The Congress is unquestionably 
better suited than other parties or a combination of 
them to offer a stable government. Stability in 
the current context implies social and economic 
advance. Without this advance and serious attention 
to public grievances no stability is possible. The 
people in Haryana have had experience of the working 
of a non-Congress government in which defectors 
had the upper hand. This experience was pretty 
dismal and disillusioning. 

As for defection, the Congress has made a frontal 
attack on it. The Congress has taken a policy 
decision which should discourage defection in future. 
Persons to whom tickets have been refused on the 
ground of defection were important persons whose 
w illing cooperation the Congress would have liked 
to secure for success at the poll. But the Cong¬ 
ress thought it necessary to take the right decis on 
even if it involved some serious risks. These persons 
have by and large gracefully accepted the implica¬ 
tions of the policy dccision of the party. They^will 


not contest but will give their full cooperation to 
Congress candidates. 

There will bo some local and caste factors at work 
in the mid-term poll but we do an injustice to the 
people if we maintain, as some of us do, that our 
people when they exercise their vote are exclusively 
even largely influenced by caste considerations. The 
Congress has to cut across—even though it cannot 
wholly ingnore the caste factors— the caste barrier 
and present to the people its composite, unifying 
and integrating character. 

The all-India context of the election also cannot 
be absent from the minds of the people of Haryana. 
It would help the Congress to the extent this context 
is kept in mind by the Haryana electorate. 

The Congress, even though it is poor in material 
resources, will make up for it by the other advantages 
it possesses. The opposition parties singly or in 
combination have no message to give to the people 
of Haryana which has relevance in terms of stability 
or measures and policies which are demonstrably 
in their interest. 
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Notes and Comments 


ALLAHABAD RIOTS 

It is the members of the minority community in 
Allahabad who were the main targets of the communal 
frenzy which has gripped the people of that riot-torn 
city. It is the memters of the minority community 
who became the miin victims of stabbings, loot, and 
arson. Their life, liberty and property were 
rendered insecure, as a result of the riots. They have 
either fled from the localities in which they lived or 
are afraid to move about freely. There is a deep 
rooted supsicion that the riots were planned and 
master minded by some organisation. This suspi¬ 
cion has been voiced by a group of respons ble mem¬ 
bers of Parliament who visited the city. The local 
authorities have not so far been able to track down 
the perpetrators of these crimes. 

What is more serious is the brazenly partisan 
attitude of the local authorities. Responsible persons 
have charged the local authorities with fabrication of 
wild rumours which have tended to fan communal 
passions. Cases of looting and arson during curfew 
hours have been reported. These charges have been 
corroborated from different sources. This partisan 
attitude by the local authorities is a new element. 
It is not an accident that communal forces have be¬ 
come active in those areas where communal organi¬ 
sations and parties were associated with the running 
of the administration. 

All this has given rise tj^ the demand that unless 
firm action is taken against the higher echelons of 
the local authorities and an enquiry instituted into 
their behaviour and conduct, normalcy is not likely 
to be mtond in Allahabad. Not only that, the 
mischief is likely to spread to other areas. 

Incidents like those in Meerut, Karlmganj and 
now in Allahabad should bring home to the political 
parties in this country the dangers that a situat'on 
like this poses. They should come out against 
such manifestations of anti sotaal behaviour and 
actively assist in apprehending the culprits. Their 
lalttctaace to do so is 'an indirect encoura^ment. 

W A 


Their active participation in preventing such ugly 
incidents will instil a sense of security among the 
victims. 


HARYANA ELECTIONS 

Haryana, the newest and the youngest State in the 
Indian Union, did not fare well after the last general 
elections, the first to be held since the State came into 
existence. It was rocked by political defections and 
administrative instability. It brought the State a 
bad name. This is not what the people of Haryana 
had opted for. In the last general elections, the Cong¬ 
ress secured 4$ seats in a House of 81, polling 41 per 
cent of the votes. But soon after, the forces of 
castcism, factionalism and regionalism began to 
assert themselves setting in motion the process of 
defection. Disgruntled elements joined bands 
with the Jana Sangh and the Independents to form 
a ministry under the leadership of Rao Birendra 
Singh. The process of defection once started went 
on unchecked till it engulfed its own creators. The 
Rao Ministry could not be saved despite several 
reshuffles. It was ignomin ousiy dismissed. There 
was a sigh of relief. The elected and not the electors 
had brought parliamentary democracy in the State 
into contempt. The defectors had changed sides, 
some of them several times, and not with any 
altruistic motives. Their motives were purely 
ulterior. They quarrelled for a share in the loaves 
and fishes of the office. The imposition of President’s 
rule, put an end to all this. Will the people of Ha^ 
yana now reject the defectors and vote for a stable 
government? The mid-term poll will provide an 
answer to this question. 

The poll is the first after the last general elections. 
Its results will have a significance extending well be¬ 
yond the frontiers of the State. It is likely to in¬ 
fluence mid-term po'ls in West Bengal and U.P. 
Hence the importance of the Haryana poll 
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After the withdrawals there still remain 399 can¬ 
didates in the field, the party position being as follows: 


Congress 81 Jana Sangh 43 

Swatantra 32 Vishal Haryana Party 29 

Republicans 13 S.S.P. 8 

B. K.D. 6 CP.I. 3 

C. P.I. (M) 2 P.S.P. 2 

Independents 180 


The Congress by its decision not to give tickets 
to the defectors has dealt a massive blow against 
defection. This decision was crucial and has been 
widely hailed. While the Congress has barred its 
doors to defectors, the Vishal Haryana Party and the 
Swatantra have not. They could not afford to do so. 
Their leaders are themselves def ctors. The party¬ 
wide roll-call of defectors is interesting. Out of 32 
defectors, 26 are contesting again, 12 of them, includ¬ 
ing the leader of the Party on the Vishal Haryana 
Party ticket; 8 as Swatantra party candidates and 
6 as Independents. 

The Congress is facing, on the one hand, an alliance 
of the Jana San.h and Swantantra party; and on the 
other, a motley crowd of parties and groups, the so 
ealled United Front, whose senior partner is the 
Vishal Haryana Party led by the dismissed Chief 
Minister Rao fiircndra Singh. 

The Jana Sangh-Swaiantra combine ranged against 
the Congress is already showing cracks. Despite 
electoral adjustments, the Jana Sangh and Swa'i ntra 
candidates will be pitted against each other in IS 
constituencies. This may be a ruse. But more likely 
than not, it will split the voters and thereby help the 
Congress. Similarly, the Republicans will contest 
against the Vishal Haryana Party’s candidates in 8 
constituencies, though both form a part of the United 
Front. 

Competent observers believe that the Jana Sangh 
is overstretching itself by putting up 43 candidates. 
In the last general election, it could win only 12 seats. 
It is an urban-based party with a negligible following 
in the rural areas. That its base has not been extend¬ 
ed was underlined b it. fate in the recent municipal 
•elections. The Swantantra party is trying to brace 
itself up with the help of defectors and independents. 
It seeks to emerge as the spokesman of the ‘Kulaks' 
(rich peasants). It has plenty of money but is de¬ 
ficient in organisation. The Vishal Haryana Party 
is essent ally a casteist pa ty with a narrow appeal 
restricted to castes whose interests it seeks to espouse. 
Its ranks have been depleted by recent defections to 
the Swatantra. 


The electoral strategy of the Congress with its 
insistence on stable government and reject on of 
defectors correctly reflects the popular mood. Should 
its tactics correspond to its strategy its chances of 
success in the mid-term poll may reasonably be 
rated as high. 


APPROACH TO THE FOURTH PLAN 

After a full-dressed debate on the draft note, the 
Planning Commission has arrived at a broad under¬ 
standing on the overall strategy of the Fourth Plan. 
The Plan aims at a growth rate of 6 per cent and a 
7^ per cent annual increase in exports. The main 
consideration seems to be to eliminate foreign aid 
by the end of the Fourth Plan. This objective is an 
overall one and influences other aims of the Plan. 
It implies greater reliance on internal resources. A 
high rate of savings is envisaged. Unless the margi¬ 
nal rate of savings increases to 25 per cent, the overall 
growth rate will not be attainable wit! out causing 
further inflationary pre&suri. s. In order to make up 
the leeway caused by the three year gap in planning, 
the minimum growth rate of 6 per cent becomes 
absolutely imperative. 

Since the volume of foreign aid available will be 
less than what was envisaged in the Draft Outline, 
greater reliance will have to be placed on exports 
which must go up at the rate of 7j per cent in order 
to cover the gap in balance of payments and the 
servicing charges. Exports will have to increase by 
over a third dur’ng the Plan period. Per capita 
income will have to increase by 3^ per cent annually 
otherwise the rate of savings aimed at will not be 
attainable. 

A six percent growth rate requires a mobilisation 
of internal resources to the tune of Rs. 22,000 crores. 
Accorv.ing to the Finance Ministry’s estimate it can 
mobilise only Rs. 18,000 crores. This will reduce 
the growth rate to 4 per cent. In order to mobilise 
resources for the Plan, the problem of rural savings 
will have to be effectively tackled. Rural areas have 
benefitted as a result of planned development. But 
no adequate steps have been adopted to tap rural 
savings. The Fourth Plan will mainly be devoted 
to consolidation. Therefore, the agricultural re¬ 
volution needs to be pushed ah ad more vigorously 
and also extended. The efficiency of public sector 
enterprise will be an important factor and they must 
so function as to yield adequate returns. 

P.N.V. 
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Dollar Flirtation with Gold 

SuSHILA GoSALIA AND A. B. GoSALIA 


Ever since the practice of “Gold Standard’' gold has 
been crowned as the de jure king of the international 
monetary system, though for all practical purposes 
of savings, security and power it has been the de facto 
monarch ever since its origin. It is because of its 
scarcity, chemical “untouchability”, feminine 
“preciousness” and universal Jicceptability. There 
are still very many interesting episodes in India, that 
grand children found “graved golden treasures” 
from the old houses, fields and grounds while digging. 
Thus, since generations, gold has the best “store” 
value, although it does not earn interest or dividend 
like other monetary investments. 

“Gold Standard” and Present day’s “Gold 
Reserves” 

Long ago, when merchants from far cast and middle 
east countries used to undertake voyages across the 
seas to sell their merchandise, they used to bring 
home ships full of gold. Similarly, the big 
caravans. These merchants faced the dangers 
of sea storms, piracy or highway robbery. Later 
on as trade went on increasing, it was practically 
impossible to transfer gold home and so began the 
practice of “Paper Promises”. Merchants were given 
promises on paper to be cashed in home currencies 
by money lenders. The system was based on mutual 
confidence. But sometimes these paper promises 
were not encashed by moneylenders, as there was no 
legal authority to enforce it. Consequently, people’s 
trust in the paper promises went on decreasing. 
With a view to reduce this risk of non-payments 
the British government introduced in the mid-nine¬ 
teenth century, a law compelling British bankers to 
keep a fixed proportion of gold against their issued 
papers. Thus, the “Gold Standard” in its original 
form was bom from the British Bank Charter Act 
of 1884. Under this Act, the British currency was 
to consist entirely of gold or notes representing gold 
aput from some 19 million of “free notes” known 
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as “Fiduciary Issue”, Gold was then freely irrperted, 
exported or turned into coin by the mir t free cf charge. 
Gold standard had got all the simplicity fer main-- 
taining automatic equiiibrivm in domestic 
economy as well as in internaticral balance cf pay¬ 
ments, as each country had to maintain expansion 
and contraction of the economy according to the 
increase and decrease of gold stock respectively. The 
whole thing was going on according to Ihe “rules cf 
the game” of gold standard. But the system received 
a set back in first World War. Many countries did 
not play the game according to the rules. They 
increased their stock of gold without the corres¬ 
ponding expansion in their economy. This resulted 
in shortage of gold for other parts of the world. Seme 
solution then was necessary and it was agreed in 1922 
to economise the monetary use of gold. Gold was to 
be supplemented by other currency for international 
monetary purposes. In those days the U.S.A. was 
the only country on full gold standard and the dollar 
was the only “key currency”. Dollar was, therefore, 
selected as the supplementary “key currency” along 
with gold. In 1925, pound ‘sterling was also consi¬ 
dered to be the “key currency”. Thus, only a few 
currencies needed direct gold backing, and other 
countries used these currencies as well as gold as 
reserves. Since that time onwards gold, dollar and 
pound remained interlinked in the international 
monetary world. 

Since then this system is in use with variations as 
required from time to time. At present it works 
through the International Monetary Fund (IMF) 
on the basis of gold exchange standard, wherein the 
dollar is as good as gold and the official exchange rates 
of currencies have been fixed in terms of gold at 
$ 35 per ounce of fine gold. Countries hold their 
foreign reserves in gold, dollar and to seme extent 
pounds. Simultaneously, there are borrewing 
devices like “gold tranche”, “credit tranche”, 
currency swaps etc. for the correction of balance of 
payments of the member countries of the IMF. 
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However, gold being potential liquidity, countries try 
to maintain their international liquidity by owning 
gold. 

According to the latest statistics available, the 
present day exchange reserves owned by the richest 
countries of the non-communist world are as shown 
in Table 1. 


Table 1 

EXCHANGE RESERVES OF SOME NON¬ 
COMMUNIST COUNTRIES 


Name of the country Total exchange 

reserves (in 
milliards of dollars) 

Reserves 
in Gold 

U.S.A. 

14,2 

12,0 

West Oermuiy 

6,9 

4.1 

Fiance 

6,1 

5.2 

Italy 

4.5 

2,4 

Switzerland 

3,3 

3,0 

Canada 

2.2 

1.0 

Netherlands 

2,1 

1,7 

Austria 

1.2 

0,7 

Spain 

1.0 

0,8 

Portugal 

1,2 

0.7 

Japan 

l.« 

0,3 

Belgiura/Luxenibourg 

2,2 

1,5 

England (September 1967) 

2,7 

1,8 


World’s present monetary holdings in gold is 
about $ 42 mrds, worth. Apart from this official 
gold stock, very big portion of it is hidden in the 
hands of private people, speculators and industries. 

The demand for gold, on the whole, is conti¬ 
nuously going up with the corresponding increase in 
world trade (which is about $ 200 million worth at 
present and stepping up at the annual rate of 10 
percent), rise in population and increased use of this 
yellow metal in industries such as electrical and 
electronic goods, supersonic air crafts and for space 
research. 

There has been growing a new style of hoarding 
gold in the private sector on account of following 
reasons : 

(a) Loss of confidence in dollars and pound as 
“key currencies” due to tension in interna¬ 
tional monetary system. 

(b) Speculative profit motives due to rumours of 
devaluation of dollar. 

(c) Uncertainties in domestic economies and 
deterioration of the value of local currency. 

(d) increased use in jewelry and dentistry due to 
better standards of living. 


In addition to these known factors of public and 
private use, the First National City Bank of New 
York, in its monthly economic letter of January 1968, 
draws attention to the factor of “No man’s land” 
of private buying, which isdilficult to explore. This 
gold goes in customary savings as in Asia and Middle 
East. It is worth noting in this connection that 
France is believed to be traditionally the biggest private 
hoarder of gold, followed by India. In short, it is 
estimated that over the past decade the amount of 
gold going into industry and jewelry has risen from 
about { to, almost i of the annual world gold 
output (excluding Russia’s periodic and unpredictable 
sales). 

All in all, the crux of the problem is that the 
production of gold does not increase at the corres¬ 
ponding rate of increase in its demand. South Africa 
provides 75 per cent of the total output of the non¬ 
communist world. There arc occasional sales from 
the USSR. As the price of gold is officially fixed 
since 1934 and there has not been any upward change, 
there is no inducement to mine more gold, which is 
very difficult and cumbersome in all respects The 
miners find, that the price of ,$ 35 per ounce of 
fine gold is too low, compared to the labour to mine 
it. According to the available statistics, it is estimat¬ 
ed that in 1967 only $1.4 mrds. worth gold was 
produced but $ 1.7 mrds. worth was bought by in¬ 
dustries, jewellers, dentists and speculators. The 
300 million difference was provided mostly by the 
U.S.A. to the “LondonGold Pool”. Thus, the official 
stock of gold from Fort Knox, continuously went on 
decreasing culminating in the final gold panic. 

Gold Rush 

The awkward movements in gold buying i.e. con¬ 
verting of dollars and pounds into gold started before 
pound devaluation in November 1967 and continued 
thereafter. It was temporarily halted by a statement 
from the West Central Bankers meeting in Frankfurt 
on November 26, 1967. The fear and speculations, 
however, created the feverish appetite for gold bring¬ 
ing about imponderable effects on world monetary 
circles as a whole. Gold worth about $ 2.4 mrds 
was provided from the U.S. gold stodks since dev¬ 
aluation of pound in November 1967. South Africa’s 
normal shipment of about 20 tons of gold a week 
to London was then distributed in the market by the 
Bank of England. But the significant fact is that 
about } of the gold sold in London market went to 
Swiss banks in Zurich. From Zorich this gold was 
further distributed to hoarders and speculators 
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around the world, under the arrangements of the 
Swiss Customers’ Secrecy Rules. On March 14, 
1968 some 300 tons or, perhaps, 500 tons of gold was 
purchased by speculators all over the world. It 
was 100 times more than the normal and 6 times 
more than its purchase after pound devaluation. 
The outflow of gold from American Reserves Fort 
Knox, in the period from November 1967 till the end 
of February 1968 was more than 1 milliard dollars. 
In the first week of March 1968, it was 450 million 
dollars. On March 12, the U.S. gold reserves 
sank down to 11.4 milliard dollars, the lowest posi¬ 
tion in 32 years. On March 13, the London market 
was closed down for the first time since the great 
depression of 1931. This was the announcement of 
the World Gold Crisis. 

International Exchange Banks in European capitals 
and international air ports refused to change dollars 
and pounds in local currencies. Only in Paris, 
Hongkong and Beirut gold markets were open. Gold 
price in these markets increased to ^ 42-$ 44.30 
per ounce. Rumours were spread about the 
official increase in gold prices or devaluation of 
dollar and also the possibility of free market for gold, 
that is, demon'fetization of gold. The whole sensa¬ 
tional drama went on till the night Sunday, March 17, 
22.30 hour^when the joint communique was issued 
from the historical meeting of the Western Central 
Bankers—the former members of the “Gold Pool” 
—in Washington, that the official gold price of $ 35 
will be maintained and there will be free market for 
gold for private purchases. On Monday, March 18, 
once again the international exchange markets were 
opened for the normal business though the London 
market was closed till 1st of April. 

As stated before, the main causes for this crisis 
were the loss of confidence in dollar and pound due 
to unprecedented and intolerable deficits in their 
balance of payments, expenditures in dollars in 
Vietnam war, long-term American credits and aids 
to developing countries, bfbeking up dollars all over 
the world (note : American long-term credits are 
worth 60 to 70 milliard dollars against her own 
short-term debt of 30 milliard dollars), and finally 
the Gauliist manoeuvres for increasng the price of 
gold aiming indirectly at devaluation of the 
dollar. 

All these proved the weaknesses and limitations 
of the gold exchange standard linked with the dollar 
and there was a felt need for the creation of new inter¬ 
national liquidity. The whole phenomenon became 
slippery leading to wild speculations and massive gold 
rush. 


Two Markets and Special Drawing Rights 

Before the Washington conference of the former 
“Gold Pool” members (U.S.A. West Germany, U^K. 
France, Italy, Belgium, Holland, and Switzerland) 
was called on March 16-17, 1968, the American 
Congress had already passed the law to remove the 
25 per cent gold backing for the dollar currency. 
For total dollars circulation in the world, the U.S.A. 
would have then required 10.7 mrds. dollar worth 
gold. America possessed however, gold only worth 
10.4 mrds. This compelled America to remove gold 
backing on dollars). The Washington conference 
agreed to the two-tier price system of gold. Further 
decisions for creating new international liquidity 
in the form of “Special Drawing Rights” from 
the IMF were taken at the Stockholm Con¬ 
ference of the club of ten (U.S.A., U.K., Germany, 
Italy, France, Holland, Belgium, Sweden, Canada 
iuid Japan), where France, however, did not agree 
positively, but also did not remain completely isolated. 
The new system in a nutshell may be explained as 
follows: 

(1) There will be a two-tier price system for gold. 
The official gold price will be held constant 
i.e. $ 35 per ounce of fine gold. The only 
gold that will be counted as official gold, is 
the amount already owned by the central 
banking systems of the western world and by 
the IMF. The present official slock of gold 
is estimated to be in the neighbourhood of $ 
40 to 42 mrds as already stated above. 
All the official transaction will be done 
through central banks with their own gold 
reserves. The U.S.A. will continue to buy and 
sell gold at $ 35 in transactions with other 
central banks. 

(2) The existing pattern of exchange rates amongst 
currencies through gold dollar link will be 
maintained. 

(3) Along with the official gold market there will 
be free markets for gold where the price of 
gold will be determined according to the 
private demand and supply of gold. The 
central banks of different countries are not 
allowed to sell gold in the private market for 
making any profits. The members came to 
the conclusion, that the existing stock of 
gold is sufikient in the light of agreement 
to cre^e a new kind of international liquidity 
called “Paper Gold” through “Special 
Drawing Rights” from the IMF, and thus. 
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it is not necessary to buy gold from the pri> 
yate market for present. 

(4) The Club of Ten, at Stockholm conference 
agreed that member countries of the IMF 
will have Special Drawing Rights in addition 
to existing “gold tranche” and “credit tranche” 
with a slight change of the veto power for any 
decision. Till now, any decision for granting 
credits could be taken by the IMF with 80 
per cent of votes. America alone possesses 
22 per cent of voting power so that she could 
use her veto against any decision. With the 
crextio.i of‘spjeial drawing rights’ or ‘paper 
gold* America has agreed to a change of voting 
system, whereby 85 per cent of votes would 
be now required for the decision. As the 
ECM countries possess 17 per cent of voting 
power they have also now acquired the veto 
power to block any decision. 

(5) An extra standby credit for Britiain was 
annou'.iS 2 d. This credit will bring the total to 
g 4 mrds including $ 1.4 mrds. already avail¬ 
able from the IMF. The so called Gold 
Pool is dissolved. 

Implications of the New System 

The new system of two markets for gold existed 
in the disguised foim long before currency converti¬ 
bility was restored in 1958. It still exists specially in 
the Middle Eist and in India. Dubai on the Persian 
Oulf is considered to be the most fashionable gold 
smuggling port and it is said that this smuggled gold 
always hnds its way to India. In India fur example 
gold was sold at $ 70 to $ 80 per ounce. After the 
secoqd World War, there was in London enough gold, 
and because of the strong position of dollar and 
pound nobody was much interested in gold at least in 
the western world. But in Karachi and Cairo at that 
tim: also people paid $ 50 to $ 60 per ounce of gold. 
It was because of the weak positions of their local 
currencies. In 1961, however, the prices of gold went 
up to $ 41 per ounce in the London market. This 
was ratinly because of the heavy purchases of gold 
by oil sheiks, Nawabs of India and speculators, who 
had accumulated their savings in London and feared 
develuation of the pound. In order to protect the 
official price of gold, the Gold Pool was then founded 
in 1961. This was a deliberate escape from the deva¬ 
luation of pound. After six years of its working, the 
Gold Pool has now been dissolved giving birth to the 
so called two-tier system and “paper gold” in the form 
of Speiciid Drawing Rights from the IMF. 


It is, however, not said that the new system will 
be perfectly “leakproof". It would be difficult to 
check if any of the 100 central banks connected 
with the IMF tried to purchase gold from the 
government central banks at the official price and 
then resell it in the free markets and earn pro- 
hts. It is still questionable whether France will abide 
by the rules of the new system. It can happen that 
some brave central banks transfer gold to some bank 
in Asia or Africa and then this gold is sold in free 
market for profit. 

It is premature to conclude about South Africa’s 
(which provides the 75 per cent of the total gold pro¬ 
duction of the non-communist world) attitude towards 
these new developments in the internaticnal monetary 
system based on gold exchange standard. Till now 
South Africa has sold all the metal through ffie 
London market at 35 per ounce. At present, she 
possesses gold worth $ 727 millions. It is difficult 
to predict which way this gold will be channelled, 
whether to official central banks or to the free market. 
She can get occasional high prices in the free market 
but it is still not a secured market for her. Further if 
she transfers all the gold production to free market, 
this supply of gold itself would bring down the 
prices which is not in her interest. 

Since ‘Paper Gold' ciirnot be used to settle debts 
among member ccur tri s, as this is not backed by 
gold but by the economic strergth of the ccunlry, 
Sieps will have to be taken by the memer countries 
themselves to improve the balance of payment 
position. Many technical arguments are put 
forth as to its actual provisions and effective 
working. There still prevails a controversy re¬ 
garding its interpretation in terms of “Money” as 
the United States insists, or “Credits” as France 
insists. Since, in effect only 30 per cent of the “paper 
gold” has to be repayed, and other 70 per cent to be 
added to the country’s liquid assets, it would have 
to be safeguarded that these credits do not generate 
paper inflation. 

One undeniable fact, however, emerges frem the 
preceding discussions, that the credibility of the pound 
and dollar as “key currency” has alre^y been lost. 
The introduction of this new system appears to be once 
again a “stop-gap” arrangement to “buy” time for 
America to correct her balance of payments as well as 
to bring the house in order. These are the facts which 
are the main underlying causes of the present crisis. 

With the introduction of the new system, the dollar 
has succeded, perhaps, emporarily in its flirtation with 
gold. The latest flirtation of dollar with gold inWashin- 
gton and Stockholm has been successful in attracting 
gold once again towards it without proper bridling. 
The rule and role of gold still prevails. The fate of 
the flirtation, therefore, remains to be awaited. It 
has any way cost America her prestige and supremacy. 


1 mill.’o'l mUliono 1,000,000 
1 mrd.» 1 inilli8rd*a 1,000 mUI, 
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Devaluation Mechanism and Price Elasticity 
Approach to International Trade 

P. Kumar 


One of the cogent arguments adduced in support of 
devaluation is that it may be resorted to “ ...to 
correct an adverse balance both by stimulating exports 
and by checking the demand for imports.”* The 
validity of such arguments, among many other factors, 
depends upon the price elasticity of demand for im¬ 
ports and exports. The elasticity approach has been 
vehemently criticised.- But, it is deemed to be fairly 
representative, in case, imports and exports constitute 
a small portion of a country’s total national product. 
The percentages of total trade (in merchandise), since 
1950-51, to India’s national income, have been given 
in Table 1. 

Table I reveals that the percentages of total trade 
to national income have varied between 10 and 17. 
The percentage was the highest in 1951-52 and the 
lowest in 1964-65. For six continuous years, from 
1958-59 to 1963-64 the percentage has been 12. The 
average pcrcentags for sixteen years under review is 
13. It corroborates Dr. Manmohan Singh's observa¬ 
tion that, “In the Indian context, however, the results 
obtained by the elasticity approach may not be far 
wrong because exports and impots together form only 
about 13 per cent of the country’s national income.”’'' 

Official Optimism 

The devaluation of rupee since June 6, 1966 by 
36.5 per cent, in terms of the rupee value of gold, has 
aroused considerable controversy in the economic 
circles in India. Those who base their arguments 
on dogmatism, place too great an expectation on dev¬ 
aluation. The then Finance Minister, Shri Sachin 
Choudhuri, told the press that devaluation was aimed 
at widening the export base and curbing unwanted 
imports.* Shri S. Boothalingam, the then Secretary 


Sbi P. Kumar is Lecturer iu Business Administration, 
University of Rajasthan, Jaipur, 
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Table 1 


NATIONAL INCOME, TOTAL TRADE AND PFRCENT- 
AGE OF TOTAL TRADE TO NATIONAL INCOME 


National Income Total (Merchandise) 

Year (At current prices trade (Imports {- Percentages of 

Prices Rs. ahjas) Export in crores (3) to (2) 

ofRs.) 

1 

2 

3 

4 

1950-51 

95.3 

1250.86 

13 

1951-52 

99.7 

1676.12 

17 

1952-53 

98.2 

1247.25 

13 

1953-54 

104.8 

1102.55 

n 

1954-55 

96.1 

1249.80 

13 

1955-56 

99.0 

1385.15 

14 

1956-57 

113.1 

1522.53 

13 

1957-58 

J13.9 

1671.54 

IS 

1958-59 

126.0 

1476.28 

12 

1959-60 

129.5 

1601.10 

12 

1960-61 

141.14 

1763.69 

12 

1961-62 

148.0 

1572.21 

12 

1962-63 

154.0 

1816.80 

12 

1963-64 

172.1 

2016.69 

12 

1964-65 

200.1 

2983.60 

10 

1965-66 

201.1 

2203.60 

11 



Average 

13 


Source: Column I, (except for the year 1965-66) Central Statis¬ 
tical Org.'inisation, Estimates of Nctioral treome, 
February 1964- and March 1966. For 1965-66, 
Fourth Five Year Plan-~-ADrcfi OutUre, August 
1966, p. 61. 

Colomn 2, (except for the year 1965-66) The Econemie Times, 
Bombay, June 7, 1966, p. 5. 

For 1965-66 : Journal of Industry and Trade, New 
Delhi. December 1966 p, 1527, 

of the Department of Economic Affairs, Ministry of 

Finance, said that devaluation would give an edge to 

Indian exports in the world market.^ Shri P.C. 

Bhattacharyya, the then Governor of the Reserve 
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TabLS 2 


Bank of India, for whom devaluation was a fait ac¬ 
compli, was confident that on the whole, exports 
would go up as a result of the devaluation.• Shri H.T. 
Parekh of the Research Section of the Economic 
Times, Bombay, felt that devaluation had considerably 
reduced the price disadvantage which Indian goods 
had in the world market.^ Basing their calculations 
on similar arguments, the Planning Commission had 
recommended an increase in export targets for the 
Fourth Plan from the pre-ueveluation figures of Rs. 
5,100 crores to Rs. 9,000 crores, the post-devaluation 
figures. Even the pre-devaluation target of Rs. 5,000 
crores, if increased by 57.5 per cent (increase in terms 
of rupees), comes to Rs. 8,030 crores. The Planning 
Commission’s reasoning behind the further enhance¬ 
ment by about Rs. 1.000 crores had been that dev¬ 
aluation would be meaningless in the absence of such 
high target. Ultimately, the target of Rs. 8,030 crores 
was approved by the cabinet. Though Dr. Man- 
mohan Singh has forewarned them, the protagonists of 
devaluation seem to be entrapped in the presumption 
that the government has merely to devalue and then 
watch for an improvement in the trade balance.® 

Price Elasticity and India's International Trade 

Theoretically, the above arguments may be jii.sti- 
fied. But, in practice, the same arc based on certain 
presumptions, like the prevalence of free trade, ex¬ 
port elasticity of supply etc. The efficacy of dev¬ 
aluation, as a solution to the chronic trade deficit prob¬ 
lem of India, is greatly dependent upon the price 
elasticity of her imports and exports. The protagon¬ 
ists of devaluation seem to have been oblivious of this 
fact. Dr. R.M. Ranga Row also corroborates that 
“a very curcial factor which appears to have escaped 
official eyes is price the elasticity of Indian exports.”® 

In Table 2, indices of unit value (i.e. Price) and 
volume of imports as well as exports have been juxta¬ 
posed for purpose of comparison. 

Price Elasticity of Imports 

Table2 reveals that during 1955-56 the unit value in- 
dexforiraports was the lowest i.e. 84, but, the quantum 
index for this year was not the highest. The highest 
quantum index for imports was in 1963-64, but the 
unit value index for the same year was 98, The highest 
unit value index for imports was 104 (in 1957-58). 
Thus, the range between the highest and the lowest 
unit value indices was 20 points. The range between 
the highest quantum index for imports i.e. 212 and the 
lowest quantum index for imports i.e. 96 was 116 
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UNIT VALUE AND QUANTUM INDICES FOR IMPORTS 
AND EXPORTS 


{Base Year 1958-59«100) 


Year 

Imparls 

Exports 

Unit value 
index 

Quantum 

index 

Unit value 
Index 

Quantum 

index 

19»)-51 

89 

109 

96 

112 

1951-52 

98 

138 

142 

90 

1952-53 

97 

103 

100 

100 

1953-54 

89 

96 

92 

100 

1954-55 

86 

113 

98 

105 

1955-56 

84 

120 

90 

115 

1956-57 

88 

141 

94 

110 

1957-58 

104 

104 

101 

108 

1958-59 

100 

100 

100 

100 

1959-60 

94 

103 

101 

102 

1960-61 

93 

132 

no 

100 

1961-62 

95 

125 

109 

105 

1962-63 

91 

135 

106 

112 

1963-64 

98 

212 

105 

126 

1964-65 

96 

151 

107 

132 

1965-66 

101 

159 

113 

124 


Source: Department of Commercial Intelligence and Statis¬ 
tics, Calcutta. The base year has been changed to 
1958-59. 


points and the same exceeded the range of unit value 
indices for imports by 96 points. It shows that 
while the quantum of imports has been fluctuating 
widely, the indices for unit value had limited fluctua¬ 
tions. 

To assess the overall position, correlation has been 
computed between the unit value indices and the 
quantum indices. The coefficient of correlation 
comes to -j 0.2. The positive coefficient of correla¬ 
tion indiciites that an increase in unit value is asso¬ 
ciated with an increase in quantum of imports or vice 
versa. But the only solace is that the coefficient of 
correlation being 4-0.2, is not much marked and hence 
the dependence on imports at whatever high price, is 
not very intense. Resorting to the semantics of the 
economists, it may be said that the demand for imports 
is inelastic, but its rate is not very substantia] and hence 
an increase in the price of imports consequent to 
devaluation cannot result in substantial curtailment 
of Indian imports. Dr. S.L. Sharma after analysing 
experiences of other countries vis-a-vis the Indian 
scene concludes, "In the existing Indian conditions, 
the twin expected gains of devaluation viz., higher 
exports proceeds and lower imports are unobtaiiiabht' 
for the latter are highly inelastic.*’;*® With the 
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eicception of the adverh 'highly', this conclusion 
corroborates the above calculations. 

Price Elasticity of Exports 

The unit value index for exports was the least i.e. 
90, in 1955-56. The same was associated with the 
export quantum index as 115. Likewise, the highest 
quantum index of 132, in 1964-65, had been paired 
with 107 as the unit value index for the same year. 
The range between the lowest unit value index i.e. 
90, in 1955-56 and the highest unit value index, i.e. 
142, in 1951-52, comes to 52. The highest quantum 
index for exports i.e. 132 in 1964-65 and lowest quan¬ 
tum index for exports i.e. 90 in 1955-56, have a 
range of 42 points. It leads to the conclusion that 
the quantum of exports shows more vicissitudes as 
compared to the unit value. 

The coefficient of correlation between the unit value 
indices and the quantum indices for exports comes to 
—0.23. The negative coefficient of correlation reveals 
that an increase in unit value is associated with a 
decrease in quantum of exports or vice versa. It 
means that a decrease in unit value is likely to enhance 
India’s exports. But, the coefficient of co-variation 
being only - 0.23. is not very marked and hence pheno¬ 
menal increase in quantum of exports is not likely to 
ensue. In the terminology of economists, it may be 
said that InjJian exports are not sufficiently price 
elastic. Dr. R.L. Varshney has given a detailed 
analysis, after classifying the Indian exports on the 
basis of elasticity and pertinently pointed out that the 
exporters could not give a fillip to the traditional ex¬ 
ports in the past because of “inelasticity of demand 
for these exports.’’!* 

Conclusion 

A. Ramamurthy rightly opines that “the mere 
relationship between price and demand is not all tnat 
determines the foreign trade of a country.’’*® Many 
other factors do affect foreign trade, but, price is a 
very important factor affecting the imports into 
and exports from a country. In the Indian perspective 
an overall evaluation indicafbs that the demand for 
imports is inelastic, but the rate of inelasticity is not 
very substantial. The rate of the price elasticity of 
demand for exports is also not much marked. As 
such, too much expectation on the generalistic 
devaluation mechanism will make the warning of the 
Economist, London, that "depression of currencies 
Rdtether good or bad, is certainly no panacea and if too 
much great expectations are put on it, it will prove to 
be a broken reed,"!* axiomatic for India. 

As a way out Shri Narotam Shah, of the Research 
Section of the Economic Times, Bombay, has stressed 
the need for import reduction, "... .the ideal remedy 
is to cut the imports to the level of the current export 
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earning.’’!* The concomitant step, to reduce the 
deficit in India’s balance of trade, is of increasing 
exports. Professor B.R. Shenoy suggests that the 
"traditional” items of exports, with comparatively 
low elasticities of demand, account for about 56 per 
cent of India’s exports and if their expansion potent¬ 
ialities are limited, capital and efforts may be diverted 
to other trades which account tor 44 per cent of 
total exports.!® 

In my opiriion.^a selective approach is likely to be 
more idealistic as‘well as pragmatic, in spite of the 
fact that even the Bell Mission (the team of the sup¬ 
posed experts sent by the World Bank and 
which was instrumental to devaluation), is believed 
to have questioned ihcpropiiety of seleetive export- 
subsidy granted by the government as a measure of 
export promotion immediately followingdevaluation.®* 
The price elasticity of demand for the Indian impoits 
and exports should bC'computed comni< dity-wise. 
Then efforts should be made for gradual import- 
substitution and import-reduction beginning with the 
commodities having lesser price inelasticities. But 
the efforts towards export promotion and export 
orientation should start with the commodities having 
higher price elasticities. The Commeice Ministiy 
has requested the U.N. Team, led by Mr. B.F. Coggan, 
to pin point at least ten sectors of industiy having 
potential for growth for exports.*^ In my humble 
opinion, too much dependence on foreign experts 
should be avoided and the Indian Institute of Foreign 
Trade, which has already made useful commodity- 
surveys of foreign markets may reliably be entrust¬ 
ed with this task. 
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Second UNCTAD—Expectations and 

Achievements 

Paras Ram 


The Second United Nations Conference on Trade and 
Development concluded in New Delhi on March 29, 
1968. Its deliberations lasted for 58 days, and cost the 
world community as much as $ 2 million. Shri 
Dinesh Singh, who presided over the session 
expected it to “construct a framework for economic 
forces to impart a new direction, a fresh momentum to 
the developmental process” of the developing countries 
The Secretary-General of the Conference, Dr. Raul 
Prebisch, expected it to perform a “double task”. 
He wanted the Conference, to outline a long-term 
strategy for development of what he imaginatively 
termed as “peripheral countries”, and to take concrete 
steps for the gradual achievement of this through 
international cooperation. Mrs. Indira Gandhi, in 
her inaugural address, also called for “a global strategy 
of development” through an “integrated programme of 
international cooperation which outlines convergent 
measures to be undertaken by every Member- 
State.” 

The Strategy 

The nature of the long-term global strategy of 
development is clear from the title of Dr. Prebisch’s 
report “Towards a Global Strategy of Development” 
submitted by him to the second UNCTAD. The 
main points of the strategy, which Dr, Prebisch had in 
mind were: “development was primarily the res¬ 
ponsibility df the developing countries; international 
cooperation was essential to achieve development; 
such cooperation could not be of a residual nature but 
must be given high priority; such cooperation should 
be based on the fundamental objective of helpii^ the 
developing world rather than the immediate trade or 
politick interests of the aid-giving countries; and lastly, 
convergent measures were necessary to overcome the 
difficulties of the peripheral coimtries.” 

Shri Paras Ram is Research Officer, Indian institute of 
Foteiga Trade, New Ddhi. 
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Important Measures 

Dr. Prebisch, then, listed the measures, commercial 
as well as financial, in his report under reference.' 
He termed them as “most important measures” in 
respect of which there appeared to be a consensus. 
These measures briefly included “the removal of 
impediments to commodity exports, elimination of the 
continuing fluctuations in commodity prices through 
international arrangements, preferences for industrial 
exports, the creation of a system of supplementary 
financing, an improvement in the terms and conditions. 
on which aid is made available to the developing 
countries”, etc. The achievement of the second 
UNCTAD should, therefore, be examined with 
reference to the resolutions and agreements adopted 
and reached by it to achieve the tasks set out before 
it by its Secretary-General and the various measures 
suggested by him. 

Primary Products 

Among the measures suggested by Dr. Prebisch, the 
most important related to the maintenance and in¬ 
crease in the exports of primary products of develop¬ 
ing countries. These products account for the major 
share of foreign exchange earnings of the developing 
countries. According to a study made by Mr. Dirk 
Strikker, at the instance of UNCTAD, “88 per cent 
of all exports from the developing countries arc pri¬ 
mary commodities, fuels and minerals.” Further, 
“73 per cent of the exports from developing countries 
go to the developed market economies, 6 to 7 per cent 
to centrally planned economies and the rest to the 
other developing countries themselves.” Thus, the 
developing countries are heavily dependent on the 
exports of primary products and the markets of devel¬ 
oped countries for their exchange earnings. 

But uxTortunately, the world demand for primary 
products is growing at a painfully slow rate causing 
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decline in their unit prices. The share of the develop¬ 
ing countries in the world trade has fallen from about 
34 per cent in 1950 to 20 per cent in 1965. Their 
export earnings have lagged severely behind their 
requirements of foreign exchange which have been 
increasing due to the developmental schemes under¬ 
taken by them. 

Small Step 

To maintain and increase the exports of primary 
products for increased earnings of foreign exchange, 
two steps were suggested. Firstly, maintaining the 
unit prices of these products through the techniques 
of compensatory financing and building up of buffer 
stocks. Secondly, widening the access of these prod¬ 
ucts to the markets of developed countries through 
allotment of minimum share of the demand of these 
countries and earmarking a percentage of the annual 
increase in their total imports of primary goods. The 
problem relating to trade of these products has been 
discussed on international level since the time of the 
League of Nations. The second UNCTAD again 
brought the issue into lime-light. But the resolution 
on commodities adopted by the Conference is no more 
than a recognition of the problem of commodities 
and the need to stabilise their prices. All that thas 
en\,erged after two months of hard bargaining is a 
programme of international action on individual 
commodities without any commitment by the deve¬ 
loped countries. The resolution on commodities is 
a small step towards a solution of this vexed problem 
of international trade. 

The developed countries have not agreed to allow 
greater access to their markets to exports of primary 
products. They have refused to earmark a percent¬ 
age of the annual increase in their total imports of 
these products for exports from developing countries. 
They even did not accept a proposal to set up an 
UNCTAD machinery for consultation among produc¬ 
ing countries themselves. They termed this proposal 
as a move towards formation of ‘producers cartels’. 
They, however, conveniently forgot how in their own 
countries industrial and oil cartels rig up the prices of 
industrial goods. The agreement reached on the im¬ 
portant mechanism of buffer stocks too does not go 
very far. It does not involve any commitment by 
the developed countries that they would finance these 
buffer sto(^. 

Silver Linnino 

In the otherwise “gloomy culmination of the 
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marathon talks” on the problem of commodities, the 
acceptance by the socialist countries of many of the 
demands of developing countries contained in the 
Algiers Charter, has provided a silver lining. These 
countries have conceded, firstly, that they will take 
measures to diversify the structure and geographical 
basis of their trade with the developing countries. 
Secondly, they have agreed not to encourage the 
import of primary commodities from other sources 
whenever they are available on competitive terms in 
developing countries. Thirdly, they would conclude ag¬ 
reements aiming at a satisfactory solution as to volume 
and stability of prices of primary goods. Through 
the acceptance of these principles, the socialist coun¬ 
tries have practically accepted “thcA Igiers Charter 
in toto, with perhaps the only exception relating to the 
differential in import-prices.” This would greatly 
help the developing countries to expand their trade 
with this important region of the world. When 
these countries could come to an agreement with 
developing countries, one wonders what could have 
stopped the developed countries from doing so except 
a lack of will on their part. 

Manufactures and Semi-manufactures 

To increase the foreign exchange earnings of 
developing countries, concerted efforts have to be 
made to promote their exports of primary goods and 
manufactures and semi-manufactures as well. 
However, more emphasis has to be laid on the exports 
of latter as the exports of former have not been keeping 
pace with the expansion in world trade due to fluctua¬ 
tions in their demand and price, and certain economic 
policies of developed countries. Moreover, many 
countries do not, any longer, have the agricultural 
surpluses for export because of the rapid growth in 
their population and the increased industrialisation 
which have had a negative effect on agricultural sur¬ 
pluses for export. In fact, many of the coimtries 
have become importers of agricultural commodities. 
Therefore, it is absolutely necessary to diversify the 
export structure of developing countries for a break¬ 
through in their exchange earnings. This is possible 
only through a large increase in their exports of manu¬ 
factures and semi-manufactures. 

Obstacxes 

However, there are a series of obstacles arising 
from the lack of capital, technical know-how, maket- 
ing competence, tariff and non-tariff barriers in the 
developed countries, and, above all, from the lade 
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of “rational policies and effective action to do away 
with the handicaps in the unequal conditions of com¬ 
petition.” An UNCTAD study of about 500 
items shows that “the industrial tarrifs prior to the 
Kennedy Round in major developed countries were 
noticeably higher in some categories of products, 
particularly textiles and clothing, than in other 
categories. More generally, there was a clear tendency 
for tariff rate to rise with the degree of labour- 
intensiveness.” Although substantial tariff cuts were 
successfully negotiated in the Kennedy Round over 
a wide range of products, tariff reductions in labour- 
intensive products were relatively smaller and con¬ 
sequently, “the structure of tariffs after the Kennedy 
Round in major developed market economies 
remains biased against labour-intensive products.” 
The study adds that “effective tarrifs on the products 
of special interest to developing countries are gene¬ 
rally higher tlian those on other products, thus raising 
a series of obstacles to exports of processed goods 
from developing coimtries.” 

Besides tariffs, the study points out, “quantitative 
restrictions constitute an important trade barrier in 
some areas, with respect to a number of cotton textile 
and clothing itepis.” Apart from these tariff and 
quantitative restrictions, another kind of obstacle 
arises in the marketing of export products. Devel¬ 
oping countries are under a special disadvantage 
because of the very fact that they have not yet esta¬ 
blished themselves internationally as producers and 
exporters of manufactured products other than a 
few traditional items. Most entrepreneurs in devel¬ 
oping countries do not have a sufficient knowledge 
of the opportunities existing in overseas markets.” 
To remedy the situation, the UNCTAD Secretariat 
has suggested that the developed countries grant 
temporary non-reciprocal, and non-discriminatoiy 
preferences in favour of the manufactured and semi¬ 
manufactured exports of the developing countries. 
The other suggestions in this respect include the 
transfer of technology and,, training of technical 
and special personnel in the field of export promotion. 

The developing coimtries have inter alia demanded 
through the famous Algiers Charter that developed 
countries provide for unrestricted and duty free 
access to their markets to all manufactures and semi¬ 
manufactures from the developing countries. The 
manufactures and semi-manufactures covered by the 
preferential system should include all processed and 
semi-processed products. In order to achieve the 
objectives of the general prefemtial system, it should 
last long enough to enable all developing countries 
- to derive benefit from it. Itie new system of general 
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preferences should, moreover, ensure at least equiydi-; , 
lent advantages to developing countries enjoyingpref-. 
erences in certain developed countries to enable theitf 
to suspend their existing preferences on manilfactur^ 
and senu-manufactures. ' ' 

Because of the importance of the trade in manu¬ 
factures and semi-manufactures, the developing 
countries had all along been hoping to reach maxi¬ 
mum accord. But after the long deliberations of nearly 
two months, it was found that the developed countries , 
were “not willing to move beyond the stand they 
took in Paris on November 30 last” which was in¬ 
corporated in the OECD statement. This state¬ 
ment has not taken into consideration the demands * 
contained in the Algiers Charter. In view of this 
tendency of the developed countries and to avert a 
complete failure of the Conference, the developing 
countries agreed on a draft resolution, on March 
24, 1968 which relegated to the background the 
important issues like reverse preferences, product 
coverage and depth of preferences. The views of 
different groups on these issues were attached in the 
form of an annexe to the resolution. The resolution 
suggested that the details of a sys em of preferences 
should be settled in 1969 so that arrangement could 
take effect from 1970. They omission of the above 
mentioned issues was charly a climb down from tjie 
position of the Algiers Charter. 

Poor Sop 

The Conference adopted unanimously the resolu¬ 
tion on preferences. The developed countries have 
accepted that there should be some arrangement on 
preferences, and that a special committee would be 
appointed to enable all countries concerned to parti¬ 
cipate in the necessary consultation on . preferences. 
The Special Committee is expected to submit its 
report in September 1969, so that arrangements on 
preference are settled in 1969 itself as proposed by the 
developing countries. There is no gainsaying the fact 
the acceptance of the scheme of preferences, in princi¬ 
ple, and a definite time-table for processing it and 
introducing it by the developed countries is an advance 
over their position at Geneva at the first UNCTAD. 

But despite this, the agreement on preferences is a 
poor sop to the developing countries as the developed 
countries “have not agreed in substance to anything 
beyong the stand they had taken in November last” 
at the OECD meeting. 

The final resolution on preferences is a “pale re- 
fiection of 18-point resolution that the ‘77* had pre¬ 
sented to the Committee on Preferences.” The earlitf 
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resolution of the developing countries has been 
“watered down and changed beyond recognition.” 
All that the rich countries have accepted is that there 
should be “some arrangement” on preferences. The 
items that would be included or the extent to which 
preferences would be granted or the items that would 
have to be excluded arc issues that have been put off 
for a later discussion. The rich have not even accepted 
thc^ already watered down resolution of developing 
countries adopted by them on March 24, referred to 
in earlier paragraphs, not to speak of their original 
demand contained in the Algiers Charter. Even the 
annexure to that resolution has been dropped in the 
final resolution adopted unanimously. 

The final resolution calls for the setting up of a 
Special Committee to enable all the concerned coun¬ 
tries to participate in the necessary consultations on 
preferences. It is expected to submit its final report 
by 1969. This expectation is nothing but a ‘fooPs- 
errand’ in as much as what the marathon Conference 
could not do is expected to be done by the proposed 
Committee. 

Development Aid and Finance 

The indispensability of development aid and 
finance or rapid ecconomic growth of developing 
countries needs not be emphasised. An accelerated 
pace of economic development tends to increase 
demand for imported goods and services, “either for 
investment or for current input, in excess of the export 
based capacity to import.” Therefore, “the pace of 
economic growth in most of the developing countries 
depends crucially upon the extent to which this 
excess demand for foreign exchange can be met by 
an increase in export earnings or an increase in 
foreign aid.” However, it has been estimated that 
“exports of the developing countries were expected 
to grow at best at 4 per cent per annum” as against 
an expected increase of “6 per cent in their annual 
imports” to attain an annual growth rate of 5 per cent 
envisaged to be achieved in the development decade. 
It is in this context of the gap in exchange require¬ 
ments and earnings of the developing countries that 
development aid assumes importance. 

Therefore, to accelerate the pace of economic 
growth, it is essential that developing countries are 
given adequate, regular and united financial assistance 
on soft and easy terms. In this connection, it had 
been suggested that the developed countries agree 
to an annual aid target of one per cent of their gross 
national product, mitigate the harmful efiects of aid 
tying by reducing its extent and soften the terms of 
aid etc. 


All these measures in regard to aid were suggested 
to be highly essential, apart from the need for in¬ 
creasing its quantum, to mitigate its harmful effects. 

It had been pointed out that tying of aid in itself was 
imposing a burden on the receipient countries of $ 
one billion per annum. The share of grants in offi¬ 
cial bilateral aid declined from 7S per cent in 1961 
to 65 per cent in 1965. “Since loans are repayable 
while the grants are not, this decline in the share of 
grants in the total official aid to developing countries 
leads to considerable hardening of the terras of aid. ” 
Moreover the rate of interest has been increased, 
and average period for paying first instalment and the 
average maturity period lowered. Besides these prob¬ 
lems of hardening in the terms of aid, there was the 
urgent problem of repayment and debt servicing by 
the aid receiving countries. The developing coun¬ 
tries, therefore, expected the second UNCTAD to 
take immediate and concrete decision. 

Disappointing 

The resolution on aid and finance adopted by the 
Conference has been equally disappointing as that on 
commodities and preferences. No doubt that the 
developed countries have accepted one per cent of 
their gross national product as annual aid target, and 
agreed to liberalise the terms and conditions of assis¬ 
tance. They have agreed to consider the suggestions 
that “80 per cent or more of official aid should be in 
grants or 90 per cent of aid should be provided at 
2.5 per cent interest or less with a repayment period of 
30 years and a grace period of at least 8 years while 
formulating their aid policies.” But the acceptance 
of aid volume target “has lost its meaning because no 
date has been accepted for it particularly by major 
donors like U.S. and Germany.” Moreover, on the 
volume of aid “the position of the developing coun¬ 
tries has always been that one per cent target had been 
accepted in principle much earlier.” 

Similarly, on softer terms of aid, the rich countries 
have not made any firm commitment. Neither is 
there any firm commitment on untying the aid nor is 
there any accord on measures of double tying of aid. 

Supplementary Finanos 

Besides development financial aid required by the 
developing countries to bridge the gap between their 
export earnings and import-spendings, they require 
supplementary finance to meet any unforeseen short¬ 
fall in their exports. The scheme of supplementary 
finance helps ^e resource mobilisation problon of 
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a couatiy faced with unexpected dimnished exchange 
earnings due to shortfall in exports. 

It is estimated that $ 300-400 million per annum 
would be required to operate the scheme. 

Standstill 

The Second UNCTAD agreed that the scheme of 
supplementary finance should be introduced. How¬ 
ever, “the scheme could not be worked out in detail be¬ 
cause of the differences among the developed nations 
on the basic criteria for assistance under it.” It 
decided to refer it to inter-governmental group for 
further study with the stipulation that the group 
should report on its progress to the seventh session of 
the Trade and Development Board. However, this 
scheme of supplementary finance remains at standstill 
in the sense that a similar proposal was also set out in 
the Final Act of UNCTAD-I and also because, ac¬ 
cording to the World Bank Experts, there was no need 
for any further study as it wa s made clear that the study 
made by the Bank staff was “quite substantive”. The 
scheme has been put off for further study probably 


because the developed countries did not want to 
advance the amount of $ 300 to 400 million annually. 

Conclusion 

Hopes were placed in the Second UNCTAD 
for providing effective solutions to the problems of 
developing world. The Conference was expected 
to evolve a long-term global strategy of development. 

But from the foregoing analysis, it would be clear 
that nothing positive and concrete has been achieved 
on the “questions relating to commodities, preferences, 
aid and supplementing financing. In that the Conference 
has achieved is merely listing of the issues calling for 
serious, sustained and continuous consideration. But 
these broad general declarations have not been backed 
by agreement regarding concrete measures on impor-‘ 
tant issues. The developed countries have at the 
most once again recognised the need for development 
of the developing countries through the transfer of 
financial resources from the former to the latter, and 
providing opportunities to them for increasing 
their exports. But there is a lack of will to imple¬ 
ment the requisite measures. 


VISAKHAPATNAM PORT TRUST TENDER NOTICE 


Sealed Tenders on prescribed form are invited from experienced Contractors for Construction 
of Second Storage Shed (Ware house) in B-1 area and will be received by the Chief Engineer, Visakha- 
patnam Port Trust upto 3-00 p.m. on 21-5-1968. The Tenders will be opened by the Tender Committee 
after 3-05 p.m. on the same day in the presence of those tenderers, who may be present. 

For obtaining Tender Forms and specifications, payment in cash is to be made to the Financial 
Adviser & Chief Accounts Officer, Visakhapatnam Port Trust, on any working day at the rate of Rs. 
2-/ (Rupees Two) only per set of Tender Form and the cash receipt is to be attached to the application 
to the Chief Engineer, Visakhapatnam Port Trust for Tender Forms etc. 

Intending tenderm should give proof of having done works of similar nature costing not less than 
Rs. 14.90 lakhs during the last three years which should be sent along with the application for tender forms 
failing which the tender papers will not be issued. 

Tenderers requiring Tender forms etc., by post are required to remit Rs. 2-/ (Rupees two only) 
extra to cover packtog and postal charges. 


Estimated amount : Rs. 14,87,000/- 


(S. SUBBA RAO) 
CHIEF ENGINEER 
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A Village-based Cooperative Store 

S. N, Bhattacharyya 


The tn^tto of the Chandrasckarapuram Cooperative 
Store, near KLumbakonam, in the district of Tanjavur, 
M ilras, is “Consumer Stores from Below”. Starting 
in 1944 with 137 members andRs. 3,445 as share 
capital, it now covers 60 villages, with Chandra- 
sekarapuram, 7 miles away from Kumbakonam town, 
as its centre. It has 15 primaries and 14 branches 
with a share capital of more than Rs. 1,43,000. From 
a net profit of Rs. 691 in 1944-45, it made a net 
profitofRs. 1,9,25,77 in 1965-66, declaring a div¬ 
idend of 6 per cent to its members now numbering 
4,975. 

No Government Subsidy 

Many other statistics can be quoted to show the 
steily growth and multiplicity of services of the 
Chandrasekarapuram Cooperative Store. But the 
raest remirkablc point is that the society does not 
take a single rupee form the government. May be, 
that mikes it unique. A.s one of the centrally spon¬ 
sored wholesale stores in the country, the store is 
entitled to enjoy the benefits of share capital, working 
funds and other subsidies and loans to the tune of 
Rs. 5 lakhs from the Central Government. But 
it has not asked for any of these benefits and has 
chosen to be self-reliant. Rather than importing 
fresh money from outside, the management felt that if 
it could render better service to its members, they 
would in turn invest their surplus funds with the 
stores. And this is what has happened in the case of 
Chandrasekarapuram stores. It has now a reserve 
fund of more than Rs. 5J lakhs. The sale proceeds 
of its primaries and branches amounted to about 
Rs. 2 crores in 1965-66. 

All this wis possible because of a very efficient 
system of management. Mr. S.F. Ashleman of the 
Cooperative League of the U.S. A., who was deputed 
by the Oovernment of India to study the working of 


Shrl S.N. Bhattacharyya is Director (Basic LiteratuieX 
Department of Community Development and Cooperation, 
MinUtry of Pood and Agriculture New, Delhi. 


this institution in 1963, observed: “This is the best- 
managed cooperative I have visited in India. 
It should be used as a demonstration coopera¬ 
tive.” 

Best Managed (Cooperative 

The store is run on a commercial basis—on a strict 
cash and carry policy. It gives good stuff and the 
buyer may get a few grammes more, but in no case, 
less. A very low profit-margin is kept for necessities 
like groceries and textiles. The store not only helps 
in miintaining the price line of essential commodities, 
but by bringing cheaper articles from different 
places and selling them at a very low margin, helps in 
serving the consumers also. It has its own system 
of home delivery for its members. In tune with the 
rural atmosphere, the store acquired hired bullock 
carts, rather than rushing in for mechanised transport. 
It has six bullock carts which can run throughout the 
year on the village roads. They run on tyres, and not 
on country wheels. The maintenance cost per cait is 
small. Feed for a pair of bullocks and salary for a 
driver do not exceed Rs. 200 per month. The initial 
investment is also reasonable for the bullock cart 
and bullocks as compared to a truck, the servicing of 
which always creates a headache. 

There is all round economy in expenditure, in staff 
and in rentals for shops, godowns, etc. The Society 
pursues a careful purchase policy. Sellers who know 
the mood and mind of the purchasers are usually 
deployed for this purpose. The success of the store 
was so far dependent on its range of services to the 
people. From the very beginning, it refused to be a 
mere distributory agent of controlled commodities. 
The management made a thorough study of the market 
conditions and exercised vigilance over its purchases. 
With this sound business policy, it could effectively 
encounter competition from private traders. Soon, 
it was supplying all the essential requirements 
to the consumers and not only a few controlled 
items. 
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A Wide Range of Goods 

Thiags sold to consumers are necessary commo¬ 
dities, both controlled and uncontrolled. It sells not 
only groceries and other foodstuffs and textiles but 
also fertilisers, stationery, cement, iron and steel, 
bicycles and accessories and hardware. Iron, i teel 
and cement are very much in demand by the farmers. 
It will be noticed that these are the things for which 
there is the biggest clamour by the rural folk. When 
Mr. C.S, Ramachandran, popularly known as Chandru, 
the iivcwire behind the cooperative, first started this 
venture in 1944, the approach was the same—to sell 
the necessities to the villagers. The war was in full 
swing at that time and essentials like kerosene, 
cement, etc., were difficult, if not impossible, to get by 
the village people. Chandru made it possible to get 
them. In his twenty-three years, service to the people, 
he has not departed from the basic policy, or the 
bade chirieter, of the institution. Till now, the store 
caters to mast of the felt needs of the majority of the 
rural people. Normally, people allow themselves to 
be fleeced by the private traders as they get credit from 
them. But the Chandrasekarapuram Cooperative 
by selling things at cheap rates has enabled the con¬ 
sumers to switch over from the private traders to the 
cooperative. 

The store in the beginning was only selling groceries. 
Within a couple of years textiles and other consumer 
goods were aided to the list. This was, followed by 
the sale of agricultural implements and its accessories. 
In 1957, the store was distributing cement. In 1962, 
a full-fledged hardware branch w.is opened at Kum- 


bakonam. Next year, it was appointed as the whole- 
sole dealer in sugar for Papanasam and Kumbako- 
nam Talukas. 

The store was also the agent for the distribution of 
chemical fertilizers to the farmers. This it was doing 
for seven years till 1963 when the job was entrusted 
to the cooperative credit societies by the State Govern¬ 
ment. 

A Model To Be Followed 

In appreciation of its services to the people, a re¬ 
plica of Sri Sarangapaniswamy in silver was presented 
to the management by the citizens of Kumbakonam 
town. The same year, the store was appointed as one 
of the paddy procuring agents of the Government 
and is continuing in this work. A portion of the 
commission earned is being paid as a bonus to 
producers. Thereby, the store hleps to safeguard the 
interests of the producers as it has been doing in the 
case of consumers. It bought, with its own resources, 
about 1,25,000 tonnes of paddy in 1965-66 which was 
vsdued at about Rs. 60 lakhs. By sharing the div¬ 
idends, the producers were given more than the sup¬ 
port price fixed by government. 

A recent survey revealed that the store is serving 
50 per cent of the people in rural areas and 26 per cent 
of the town population of Kumbakonam. Chandra¬ 
sekarapuram Store was one of the 224 wholesale 
consumer cooperatives in 1965 in the country. But, 
through its enlarged activities and services to the 
people, it is cited as one of the best in the country. 
Many stores have found in it a model to follow. 
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Methods of Planning and Incentives 

in USSR 


E. Ivanov 


In planning industrial production in the USSR, 
various indices are employed (in terms of cost and 
physical output, quantitative and qualitative) which 
characterize some facet or result of the activities of 
both the branches of industry as a whole and of 
separate enterprises. These indices create a system 
determining the basic trends in the development of all 
branches of industry. The paramount requirement 
in planning is uniformity of plan indices employed 
both in the general economic plans and in the plans 
of the ministries, departments ar.d separate enter¬ 
prises. 

Of the total number of indices worked out in in¬ 
dustrial planning only the following are approved: 
volume of saleable output, industrial production in 
physical terms and its quality, the wage fund, capital 
investment, profits and profitableness and certain 
indices concerning the introduction of new 
technology. 

By this means, a minimum quantity of cardinal 
indices arc approved for all links of industrial produc¬ 
tion, which to the necessary degree and with sufficient 
completeness determine the quantitative and 
qualitative sides of the relations between separate 
production groups and society in the form of the 
state organs of nuuiagcmcnt and planning. 

Combining Centralised Planning and Economic 
Independence of Enterprises 

This ensures the correct combination of centralized 
planning with the strengthening of the economic in¬ 
dependence of self-sufficient enterprises. Central 
organs plan only those indices which determine the 
basic proportions of the national economy: the cor¬ 
relation of the manufacture and consumption of the 
essential product, technical progress, the territorial 
distribution of productive forces, the balance of man¬ 
power, the correlation of the population’s monetary 
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income and commodify stocks, etc. 

Simultaneously, the enterprises have complete 
independence in finding the most effective means for 
fulfilling these basic tasks, in selecting the most 
economic technical and organizational sclutions, in 
utilizing the resources assigned to them, and in the 
placing of personnel, etc. 

The system of scientifically founded tcchnicc- 
economic norms is a key tool in industrial planning. 
The various branches of industry employ a large 
amount of technico-economic norms. 

Technico-economic norms are drawn up by the 
enterprises i n all fields of production and in all branches 
of industry. These norms arc related to the plan’s 
qualitative indices which characterize the interrela¬ 
tions in the process of industrial production and its 
efficiency. Their absolute value reflects the achieved 
level of technical progress, the degree of its applica¬ 
tion, the standard of organization of labour, qualifica¬ 
tion of personnel, etc. The noims change together 
with technical progress and the improvement of the 
organization of production. 

The technico-economic norms are divided into the 
following groups: expenditure of raw materials, fuel 
and power, utilization of equipment and tools, quality 
of output; expenditure of labour and organizaticn of 
production. 

Paramount Task 

The paramount task in planning industrial devel¬ 
opment is the all-round stock-taking of internal 
reserves. A plan of organizational-technical measures 
is worked out in all branches of industry for the 
purpose of mobilizing reserves. 

The enhancing of the scientific substantiation of the 
plan requires variations in planning, j.e. the prepara¬ 
tion in the process of draftng the plan of many variants 
on differing conditions and ways of development of 
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tndustry'as a whole, of separate branches and of each 
enterprise in particular, with the subsequent choice of 
the optimum version of the plan. 

For this purpose economico-mathematical models 
of the plan with the use of electronic computers are 
employed. 

The industrial development plan consists of the 
following main sections: theindustrial production plan 
(production programme); the plan for introduction of 
advanced technology and improvement of organization 
production; the plan for improving specialization and 
cooperation of production; the manpower and wages 
plan; the production cost plan; the capital construe* 
tion plan of industrial projects (construction pro¬ 
gramme); the material-technical supply plan; the 
financial plan. 

The main section of theindustrial development plan 
is the plan of industrial production (production pro¬ 
gramme). This section sets the targets for the quantity 
and specifics the key articles to be produced both in 
physical terms, i.e. volume of production and in terms 
of prices. Physical output is planned proceeding 
primarily from the necessity of satisfying the growing 
requirements of the country's national economy and 
population and deliveries for export. 

The industrial production requirements of the 
national economy as a whole and of its separate bran¬ 
ches are determined on the basis of the calculation 
of material Ijalances. In determining the require¬ 
ments in resources for the material balance, the 
great changes which have occurred in the structure of 
material production as a result of technical progress 
are taken into account; provision is made for the 
most economic use of raw and other materials, and for 
the all round mobilization of existing internal 
reserves in the national economy. 

The calculated requirements in material resources 
are compared with the maximum possible output from 
the operating productive capacities and fixed assets, 
after which the requirements in new (additional) capa¬ 
cities and fixed assets are determined. 

Productive Capacity 

The productive capacity of an enterprise is deter¬ 
mined through the capacity of its main shops sections 
or installations, with consideration given to the liqui¬ 
dation of ^‘bottlenecks” in production. To ensure 
coordination of the demand for industrial goods with 
the required productive capacity a productive capacity 
balance is drawn up which includes: production 
capacities at the commencement of the plan period, 
depletion of productive capacity, the maximum possi- 
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ble output from existing productive capacities, the 
volume of demand, commissioning of new capacities 
needed to provide the required volume of production, 
and the productive capacities reached at the end of the 
plan period. 

After determining the output of .separate products, 
the overall volume of industrial production in 
terms of price is worked out on the basis of the index 
of saleable output. 

The volume of saleable output is calculated as the 
wholesale price of the manufactured articles and semi¬ 
finished products set aside for delivery to the contrac¬ 
tors and paid for by them within the plan period. 

The growth rates of industry as a whole and of its 
separate branches are planned on the basis of price ' 
indices. 

Calculation of the utilization of fixed assets is the 
paramount element in the technico-economic substan¬ 
tiation of the industrial production plan. The general 
index of utilization of fixed assets is the output per 
rouble of cost of productive assets (economic efficiency) 
and profitableness of production. 

The indices of production programme serve as 
a basis for working out the other sections of the indus¬ 
trial development plan. 

The volume of production of separate articles is 
used as a basis for drawing up the plan for the intro¬ 
duction of advanced technology and for improvement 
in the organization of production; theplanfor devel¬ 
oping specialization and cooperation in production; 
the capital construction plan which in fact is outside 
the framework of the industrial plan, but which is 
worked out on the basis of the commissioning of 
productive capacities fixed in the production prog¬ 
ramme and is, therefore, an important section of 
theindustrial development plan: and the material- 
technical supply plan. 

The volume of industrial output expressed in price 
(together with the physical output indices of the pro¬ 
duction programme) serves as a basis for drawing up 
the following sections of the industrial development 
plan: the manpower and wages plan, the production 
cost plan, and the financial plan. The drawing up of 
the plans of separate enterprises in conditions of the 
new system of planning and economic incentive 
presuppos the development of the enterprises’ extensive 
economic initiative, the execrisc of their rights on 
the basis of full autonomy. 

Organically Linked 

The methods of planning and the system of plan 
indices are organically linked with the system of 
{Continued on page 28) 
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People of Chhamb and Jaurian— 
an Income Study 

N.S. Gupta 


Occupational Dependence and 
Income Distribution 

Thc pjiilion of income distribution according 
to occupational dependence has been summarised in 
Table 4. 

Table 4 shows that more than 80 per cent of the 
total population is directly or indirectly dependent 
upon agriculture. This percentage is so high mainly 
because of two reasons : (/) since most people of 
Chhamb and Jaurian are rehabilitated after partition, 
they have all been allotted land by the Government 
for agricultural purposes; and {it) dominance of 
agriculture is the characteristic feature of every rural 
economy. 

Services, though forming only 7.4 per cent is the 
second important source of income for the people of 
Chhamb and Jaurian. It ranks second in the spectrum 
of occupational structure mainly for two reasons: 
(i) most of the persons belonging to this category are 
pensioners retired from the military or government 


service and have opted for settlement in the villages 
aswas traditionally done by their for efathers; and 
(//) after their retirement their sons and relatives go for 
active service to meet family expenditure. Hence, 
salaries earned by active employment and pensions 
earned after retirment contribute 7.4 per cent of the 
total income of Chhamb and Jaurian. 

Labour, business and other professions are the 
third, fourth and the fiftth categories of occupations 
in order of importance. All these three taken 
together provide livelihood to more than 12 per cent 
of the total population as may be seen from Table 4. 

This order of occupational distribution is, however, 
changed by the conspectus of income distribution. 
‘Service’ which ranks second under occupational 
distribution becomes third under income distribution; 
‘business’ on the other hand, becomes second frem 
fourth; and finally ‘labour’ comes down to fifth, while 
‘other professions’ gain the fourth position in order 
of importance. 


Table 4 

OCCUPATIONAL DEPENDENCE AND INCOME DISHUBUTION 


S.No. 

Occupation 

Persons emp¬ 
loyed 

% on the basis 
of col. 3 

Income in 

Rs. 

% on the basis Per capita 
of col. 5 income 

col, S-TTcol.l 

Income depen¬ 
dence Ratio 
col. 6- r 4 

1 

2 

3 

4 

5 

6 

7 

8 

1. 

Agriculture 

815 

80.3 

4,37,366 

79.23 

537 

.99 

2. 

Service 

73 

7.4 

37,210 

6.73 

496 

.91 

3. 

Labour 

56 

5.5 

18,220 

3.29 

325 

.60 

4. 

Business 

38 

3.8 

39,430 

7.12 

1,038 

1.87 

5. 

Other Professions 

30 

3.0 

20,100 

3.63 

670 

1.21 


Average peicapita income 




545 



Total 

1,014 

100.0 

5,52,326 

100.00 
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Compsring the percentages of occupational 
dependence and income distribution (Table 4) we find 
the degree of correlation is the highest under the 
head, ‘Agriculture’ which is then followed by the 
‘Services’. Table 4 shows that while agriculture 
supports 80.3 per cent of the total population it contri¬ 
butes 79 per cent of the total income in the region. 
In terms of ratio, it may be pointed out that for every 
one percent of occupational dependence, the income 
holding is not less than.99 percent in agriculture. 
This is the highest correlation which can ordinarily 
be estimated. The highest disparity, on the other 
hand, exists in respect of ‘business’. As against 3.8 
per cent of occupational dependence, the income 
holding is as high as 7.12 percent. Next in disparity 
com:s labour, this disparity is just opposite 
to business in character. In this connection it may be 
noted that 5.5 per cent of the total population does 
not possess more than 3.29 per cent of the total 
income. This implies that for every one percent, of 
‘labour’, the income holding is as little as .60 per cent 
The position of ‘other professions is, however, much 
better than that of ‘Labour’. The ratio between 
income imd occupational dependence is as high as 
1.21. This is mainly due to the fact that people 
take up these ''occupations as a subsidiary to 
agriculture which goes to reduce the size of 
dependence. 

0 1 comparing the per capita income from different 
occupations, it may be pointed out that except for 
category ‘business’ and ‘other professions’ no other 
occupation category contributes more than the 
average per capita income which is estimated at 
Rs. 545. In other words more than 93 percent 
of the total population of Chhamb and Jaurian have 
an income which is less than the average per capita 
income. It may, however, be pointed out that in case 
‘agriculture’, which forms more than 80 per cent of 
the total population the shortfall is only marginal in 
nature. It is the highest in case of ‘labour’ which is 
then followed by the ‘services’. 

Why is it that the average ^ capita income is so 
high in Chhamb and Jaurian? It is high mainly 
because the per capita income from ‘business’ is 
practically double (Rs. 1038) the average per capita 
income of Chhamb and Jaurian. Likewise, the per 
capita income of prersons depending on ‘professions’ 
is higher (Rs. 670) than the average per capita 
income. 

If the occupational categories are ranked by their 
contribution to per capita income the order is as 
follows:(l) Business, (2) (Xher Profession, (3) Agri¬ 
culture, (4) Service, and (S) Labour. 

May U JS68 


Income Concentration 

The problem of income concentration may be 
discussed under four heads: (/) Income concentration 
and the income groups; (ii) income concentration and 
the size of the household; (Hi) Income concentration 
and occupational dependence; and (/v) Income 
concentration and the percentile distribution of 
income. 

Income Concentration and Income Grox/ps 

Examining the income distribution according to 
income groups (See Table 2)* we find that 38 per cent 
of households the income group of Rs. 2401-3,600 
own 40.20 per cent of the total income of Chhamb ' 
and Jaurian, 25 percent of households in the income 
group of Rs. 1801-2^400 have 19 per cent of the total 
income held by all the income groups taken together. 

Thus the highest concentration of income is under 
the income group number seven (Rs. 2401-3,600) 
which is followed by income group number six, eight, 
ten, and five. But one thing cannot be neglected in 
this connection. In spite of the fact that more than 
40 per cent of the total income is concentrated in a 
single income class, the simultaneous concentration 
of the households is also equally high to the extent 
of 38 per cent of the total households. This may 
go to reduce the incidence of concentration. Con¬ 
sequently, if we find out the ratio between the inceme 
and the households (in percentages), the entire picture 
of income concentrtion may be shattered by a single 
stroke of this simple tool of economic analysis. 
We find that this ratio does not exceed 1.06 in case of 
the income group Rs. 2401-3600 which implies that 
one per cent of the househols in the income group 
does not hold more than 1.06 per cent of the total 
income under the group. As against this percentage 
of 1.06 under income class number seven (as pointed 
out in Table 2)*, it becomes as high as 6.13 under in¬ 
come group number ten which stands fourth in the 
order of income concentration. In other words, 
whereas 38 per cent of the households share as much 
as 40.20 percent of the total income, under income 
group number seven, it is important to note that only 
1.5 per cent of the households possess as much as 
9.20 per cent of the total income of Chhamb ar:d 
Jaurian under the income group of Rs. 6001 and above. 

This discussion reveals that the order of income 
groups according to income concentration is as 
follows: Rs. 2401-3600, Rs. 1801-2400, Rs. 3601-48C0, 
Rs. 6001 and above etc. But this order is likely to 

Table 2 refer AlCC Eernmnic Rtview, April 13,1968, 

p. 13. 
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change if viewed through the perspective of income/ 
household ratio. The order of income groups will 
then be : 6001 and above, Rs. 4801-6000 Rs, 3601- 
4800 , Rs. 2401-3600 etc. 

Income Concentration and the Size of the House¬ 
hold 

Table 3* points out that more than 21 per cent of 
the toal income is held by five-member familities. 
The sizes of six, four, three and seven etc. holding 
respectively as much as 15.2, 14.7, 12.1 and 11.8 
percent of the total income come next according to the 
percentages of income held by them. 

If Table 3 is plotted on the graph paper it will give 
a bell-shaped curve. This indicates that the fre¬ 
quencies (percentage of income) are located more or 
less at the centre. In other words, the percentage of 
income rises with the increase in the size of the house¬ 
hold upto five members and then starts falling 
thereafter to give a bcll-shpacd curve. 

If the percentage of income concentration under 
different sizes of the household is studied in relation to 
the concentration of the households, the results would 
certainly be different as indicated in Table 3 under 
reference. Table 3 points out that 21.7 percent of the 
total income (under 5-member families) is shared by 
as much as 19 per cent of the total households to give 
a ratio of 1.14. If the income/household ratio is 
taken into consideration then the five member house¬ 
holds will lose its first rank to become fourth accord¬ 
ing to this technique of income analysis. 


Income Concentration and Occupational 
Dependence : 

Judging income concentration from the occu¬ 
pational point of view it may be pointed out on the 
basis of Table 4 that ‘agriculture’ contributes the 
maximum (more than 79 percent) of the total income. 
Next in importance comes ‘business’ which is followed 
by ‘Service’, ‘Other professions’ and ‘labour’ accord¬ 
ing to the percentages of income contributed by 
them. 

Table 4 points out that the income from agricul¬ 
ture which constitutes 79.23 percent of the total income 
is shared by 80.23 per cent of the total households. 
On the other hand, the position is quite different 
regarding ‘business’. Here 7.12 precent of the income 
is shared by only 3.8 percent of the total households. 
Consequently, income /household is the ratio highest 
(1.87) in case of ‘business’. Agriculture, in fact, 
comes third. Its ratio is not more thim .99. ‘Service’ 
and ‘labour’ are fourth and fifth respectively accord¬ 
ing to this criterian of income concentration. 

Income Concentration and the Percentile 
Distribution of Income 

The percentile distribution of total ireeme has 
been calculated in Table 5 to show the extent of income 
concentration on the one hand and the distribution 
of the household under different percentiles on the 
other. 


Table 5 


PERCENTILE DISTRIBUTION OF INCOME AND THE HOUSEHOLDS 


S. No. 

Income in Percentages 

No. of Households 

% to the total House- 

Average Income per 

Incomel Household 





holds on the basis of 

household in the per- 

Ratio (Col 2 





Col. 3 

centile (Rs.) 

Col. 4) 

1 


2 

3 

4 

5 

6 

1. 

Firs. 

5 

25 

12.5 

1,088 

.40 

2. 

Next 

10 

30 

15.0 

1,862 

.66 

3. 

Next 

10 

26 

13.0 

2,117 

.77 

4. 

Next 

10 

24 

12.0 

2,360 

.83 

5. 

Next 

10 

19 

9.5 

2,884 

1.05 

6. 

Next 

10 

19 

9.5 

2,905 

1.05 

7. 

Next 

10 

19 

9.5 

2,888 

1.05 

8. 

Next 

10 

17 

8.5 

3,214 

1.18 

9. 

Next 

10 

12 

6.0 

4,625 

1.66 

10. 

Next 

10 

7 

3.5 

7,779 

2.86 

11. 

lari 

5 

2 

1.0 

14,000 

5.00 


Average of all households 

_ 

— 

2,762 

— 


Total 


200 

100.0 




*Rerer AtCC. Economic Review, April 15, 1968 p. 14. 
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Table 5, makesi one thing very clear i.e. that more 
than 52 percent of the total households possess less 
than the average income of Rs. 2,762. Moreover, 
it is interesting to note that S2.S percent of the total 
households (having less than the average income) hold 
only 35 per cent of the total income. 

' Table 5 further p.iints out that serial numbers one 
and eleven are the p3ints of minimum and maximum 
conc.intraiion of income respectively. This may be 
verified from the income/household ratio. Whereas 
in the former for every one percent of the household, 
the income held does not go beyond .40 per cent, it is 
as high as 5 per cent in the latter. This shows that the 
difference in the lowest and the highest concentration 
is more than twelve hundred percent. In other words, 
on the basis of Table 5 it may be stated that as 
against the first 5 percent of the income held by as 
much as 12.5 per cent of the total households, the last 
five percent of the income is possessed by not more 
than 1 percent of the total households. 

Similarly, on comparing the average income per 
household at the points of minimum and maximum 
concentration, the difference between the two exceeds 
more than thirteen hundred percent. 

In the entire ^onspectus of percentile distribution 
Serial Numbers 5,9, lOand 11 require special mention. 
Serial No. 5 in Table 5 is conspicuous for the intro¬ 
duction of a new trend in the percentile distribution 
of the income on the one hand and the percentages 
of the household on the other. Upto Serial No. 4 
the percentages of the households were higlier than 
the percentages of the income held by these households.’ 
For instance 10 per cent of the income under S. No. 4 
is held by 12 per cent of the household. But it is for 
the first time in S. No. 5 that 10 per cent of the income 
is held only by 9.5 per cent of the houschod. This 
trend continues till end. In fact the percentages of 
the household continue to decline in relation to the 
percentages of the income held by them. Table 5 
points out that as against 10 per cent of income where 
the percentage of the household is as high as 9.5 in 
Serial No. 5, it comes down to 3.5 in S. No. 10. If 
Serial No. 11 is increased from 5 percent to 10 percent 
the corresponding percentage of the household will 
not be more than 2 per cent. 

The percentile at Serial No. 9 is also important 
because it is from this point onwards that the leap 
in income concentration becomes of a very substan¬ 
tial nature. In the ninth percentile we find that the 
downfall in the percentage of the household is more 
than 29 percent whereas the income remains the same 
at 10 per cent Similarly, the average income per house- 

I ^9^9 


hold under this percentile increased by more than 30 
per cent as compared to the previous percentile. This 
gap between different percentiles from ninth onward 
continues to increase both in regard to the average 
income of the household and the percentage of the 
households in relation to their holdings of disposable 
income. 

Conclusion 

This income analysis of the people of Chiu,mb and 
Jaurian goes to prove that they are better off than the 
average man in the Jammu and Kashmir on the one 
hand and the people of rural India on the other. As 
against the per capita income of Rs. 545 of Chhamb • 
and Jaurian, the per capita of Jammu and Kashmir 
State taken together and that of rural India as esti¬ 
mated by the National Council of Applied Econcmic 
Research is not more than Rs. 258.05‘ and Rs. 489=* 
respectively. The reasons for this comparative 
prosperity may be three-fold. First, agriculture which 
contributes about 80 per cent of the total income is 
placed in a better position in Chhamb and Jaurian. 
As compared to the per capita income of Rs. 258* 
from agriculture in the State of Jammu and Kashmir, 
the per capita from agriculture in Chhamb and Jaurian 
is as high as Rs. 537 which is even higher than the 
average per capita income obtainable in rural India. 
Secondly, the per capita income from business, boosts 
up the general per capita income of Chhamb and 
Jourian. It is surprising to note that the ireeme per 
head under ‘business' in Chhamb and Jaurian is as high 
as Rs. 1038. This compares very favourably with any 
advanced region of the country. It is mainly owing 
to a lesser degree of dependence as compared to the 
income obtainable in this sector. For instance 7.12 
percent* of the total income is shared by not more 
than 3.8 per cent* of the total population depending 
upon ‘business’. Thirdly, there appears to be ample 
.scope for carrying on subsidiary occupations. We 
find that traditional crafts are not practised as in¬ 
dependent occupations in Chhamb and Jaurian. 
They are carried on mostly as subsidiary to agricul¬ 
ture. The contribution of this sector is not less than 
3.63 per cent of the total income. The per capita 
income from this is also as high as Rs. 670 per annum. 
52 per cent of the households have an income which 

1. JandK Government: Supplement to the Jistinuus </ 
State Income for 19S0-S1 and 1955-56 to 58-59, 

2. N.C.A.E.R. : All Mia Rural Household Survey : 
Saving, Income and Investments, Voi. 11, 1965 ,p. 52, 

3. See Table 4. 

4. Ibid. 
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is less than the average income per household.^ 
93 percent of the population has an income which is 
less than the average per capita income*. Dilating 
upon the per capita income further, it may be pointed 
out that the position of more than 12 per cent of the 
total population is really precarious. They belong 
to the ‘services’ and the ‘labour’ sectors. The worst 
of all the groups is ‘labour’ whose incomc/household 
ratio (in percentages) is the minimum at -60. The 
position of agriculture is not so bad. Its per capita 
income is only slightly less than the average. And 
similarly its income/houschold raio is slightly less 
than one i.e. .99. 

The discussion of the income distribution and 
occupational dependence makes it amply clear that the 
people of Chhamb and Jaurian cannot command 
economic prosperity and social viability unless the lot 
of labourers is improved. Effective measures should, 
therefore, be taken to sec that every landless labourer 
is properly employed to earn higher wages. 

Another interesting feature about the people of 
Chhamb and Jaurian is that the maximum income is 

5. See Table 5. 

6. Ibid. 


held by the families which are moderate both in size 
and the income holdings. Families which have in¬ 
comes in the range of Rs. 200 to Rs. 300 per month 
hold 40 per cent of the total income held by any 
single income group. Similarly more than 21 percent 
of the total income is held by the families not exceed¬ 
ing five members. In spite of the maximum cctcer- 
tration of income under these classes, the families be¬ 
longing to these categories are not very well off 
becau.se the simultaneous concentration of the house¬ 
hold goes to reduce the incidence of income concent¬ 
ration. But one thing is undeniable: that the people 
of Chhamb and Jaurian belong to lower middle class 
in general and believe in the moderate size of families. 

The concentration of economic power in the 
modern sense can only be said to have been held by 
a small section of the community. Only a few well- 
to-do families hold more than 15 to 20 per cent of 
the total income. Table 2 points out that 17.70 per 
cent of the total income is held by only 6 perce ntof 
the total households. They belong to the class whose 
income ranges between Rs. 4801 and Rs. 6C01 and 
above. The majority population has less than the 
average income. 


PLANNING AND INCENTIVES IN USSR 
{Continued from page 23) 

economic incentives in industry. The main prin¬ 
ciples of the present system of economic incentives 
in industry arc: the creation within the enterprises 
of their own funds, taken from profits, for the 
financing of the development of production; for 
social and cultural measures; for housing construc¬ 
tion, for material rewards to workers; for stimu¬ 
lating the growth in productivity of labour, 
and the productivity of productive assets; and the 
application of various forms of collective material 
incentives in order to make the enterprises take 
interest in achieving high plan targets. 

But before setting aside these funds an enter¬ 


prise must settle it.s accounts with the state regarding 
its obligatory payments. First of all, payment has to 
be made for the production assets. This payment is 
established as a fixed percentage of the cost of the assets 
for several years. In a majority of cases, payment for 
these assets is fixed at 6 per cent. This makes for 
enhanced interest on the part of the enterprise in the 
best possible use of fixed assets and working capital 
(circulating funds). 

Thus, on the one hand, the introduction of econom¬ 
ic incentives and new methods of planning constitute 
a new decisive step towards the creation of a well- 
ordered system of industrial management; and on the 
other, it will allow a further increase in the efficiency 
of production. 
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Input-Output Relationship in Maize on 

Jaunpur Farms 

M.M. Bhalerao and Sant Lal 


Jaunpur district is situated in the eastern fringe of 
Uttar Pradesh and is one of the four eastern districts 
which are supposed to be economically backward as 
compared to other districts. The normal rainfall 
in the district is about 38 inches. Out of the total 
area of 9,95,410 acres in 1962-63, about 74.53 percent 
area was net cultivated. A little more than half of 
the net sown area of the district was under irrigation, 
out of which more than 83 per cent was irrigated by 
wells. The soil of the district is mainly loam and 
clay while sandy Wil is also obtained in the areas 
adjoining the rivers Gomti and Sai. The total 
population of the district according to the 1%I Census 
was 17,27,264 with 1,119 persons per square mile. 
84 per cent of the total working population comprises 
of agriculturalists. 

Rice, barley, maize, wheat, peas, sugaracane, 
gram etc., are the major crops of the district. Out 
of the net cultivated area of 7,40,839 acres (1962-63) 
maize occupies 1,00,664 acres or about 13.58 per cent. 
Most of the maize grown is under rain fed condition. 
Maize is commonly grown in one year rotation with 
potato, tobacco or onion; in two-year rotation 
with potato and wheat; and in three-year 
rotation with Jowar, Arhar, barley, paddy and 
pea. Maize occupies quite an important place 
in the economy of the distrihi and the district is 
famous for the cultivation of good quality maize. 
Jaunpur has a comparatively large acreage under 
maize and occupies an important place in res¬ 
pect of maize production in Uttar Pradesh. Maize 
has obviously an important place in the budget of 
the Jaunpur cultivators. Any increase or decrease 
in the area and/or production of maize in Jaunpur 
will have a considerable effect on the agricultural 
epottomy of the district. The average yield of maize 
|ier acre, however, was found to be hardly 10.16 
isgunds per aqre. 


An attempt, therefore, was made to study the 
following aspects of input-output relationship of 
maize in Jaunpur. 

1. Allocation of land to maize and yield per acre 
of maize. 

2. Cost of inputs per acre of maize according to 
different size of holdings. 

3. Pattern of inputs in maize. 

4. Operation-wise inputs of maize according to 
different size of holdings. 

5. Value of output per acre according to diff¬ 
erent size of holdings. 

6. Intensity of cropping and value of output 
per acre according to different size of holdings. 

7. Input output relationship according to diff¬ 
erent size of holdings. 

8. Frequency distribution of selected holdings 
according to output-input ratio. 

The enquiry is based on the study of 80 randomly 
selected holdings from among the 20 randomly select¬ 
ed villages of all the five tehsils of Janunpur district. 
Data was collected by survey method and schedules 
and questionnarics were filled up by frequent perso¬ 
nal visits to the cultivators’ holdings. 

Allocation of Land to Maize and Yield per 
Acre of Maize 

The cropping pattern of a locality i.e. the alloca¬ 
tion of land to different crops depends on a large 
number of factors such as soil,climate, nature of crops, 
irrigation facilities, availability of resources and the 
comparative price level of different crops included in 
the cropping pattern. Table 1 reveals the average 
total area under maize and its percentage to the total 
area thus showing the extent of allocation of land to 
maize. 



Tabu 1 

AREA UNDER MAIZE AND YIELD PER ACRE OF THE SAMPLE HOLDINGS IN JAUNPUR DISTRICT 


S.No. Size of holdings 
(acres) 


Total number Average total Avrage total Area under Yield per acre 

of holdups area of the area under maize ds - 

holdings maize percentage to Grain Fodder 

. total 


1. 

Below 0.5 

5 

0.346 

2. 

0.5 to 1.0 

15 

0.75 

3. 

1.0 to 2.5 

20 

1.90 

4. 

2.5 to 5.0 

20 

3.40 

5. 

5.0 and above 

20 

6.45 


0.146 

42.19 

9.37 

36.75 

0.214 

28.53 

10.85 

44.06 

0.567 

29.84 

10.61 

• 41.00 

0.946 

27.82 

10.35 

38.25 

1.49 

23.10 

10.27 

37.25 


Average for district _ 3.1 0.8 25.80 10.16 39.18 


It will be seen from Table 1 that the size of hold¬ 
ing affects allocation of land to various crops. Thus 
in this case, the area under maize as percentage to 
the total varies with the different farm-size groups, 
the average maize acreage being 28.5 per cent to 
average net cultivated area. 

It will be observed from Table 1 that average area 
under maize as percentage to total owned area has 
decreased with the increase in the size of holding 
except for the 1.0 to 2.5 acres where a slightly upward 
trend in area under maize was observed. This indi¬ 
cates less allocation of land to maize on the part of 
larger farmers. The yield per acre of maize also was 
observed to be decreasing (except in the first group 
due to lack of interest on the part of cultivators) 
with the increase in size of holding, may be because 
of the small cultivating maize intensively. 

Cost of Inputs per Acre of Maize 

All the cultivators were stratified into five main 
strata according to size of holdings. It will be seen 
from Table 2 that the cost of inputs per acre was the 


Table 2 

COST OF INPUTS PER ACRE OF MAIZE ACCORDING 
TO DIFFERENT SIZE OF HOLDINGS 


S.No. 

Size of holding 

Number of holdings 

Cost of input 
per acre 
(in Rs. np) 

1 

Below 0.5 acre 

5 

95.91 

2 

0.5 to 1.0 acres 

IS 

107.93 

3 

1.0 to 2.5 acres 

20 

94.35 

4 

2.5 to 5.0 acres 

20 

90.33 

5 

5.0 and above 

20 

89,73 



highest in the size group of 0.5 to 1.0 acre, while after 
that it decreased with the increase in size of holding. 
In the lowest size, however, the cost of inputs was 
much less. This size being the most uneconomic 
did not attract more investment in current expenses, 
leave aside investment in fixed assets. 

Pattern of Inputs 

A further breakup of the pattern of inputs as 
shown in Table 3 would reveal that the proportion of 
cost of seed to total input was maximum between the 
size group of 2.5 to 5. while that of human labour 
was highest in the last group. Bullock labour forms 
an important cost of inputs in the smaller sized hol¬ 
dings, while cost of inputs on manure (after increasing 
in the second group) goes on decreasing with the in¬ 
crease in the size of holdings. Proportion of irrigational 
inputs to total inputs also did not show a definite trend 
in maize. The average pattern of inputs in maize 
however shows that a little less than half of the total 
cost of inputs per acre was incurred on human labour 
while a little more than one fourth of the total cost 
of inputs was incurred on bullock labour. Manures 
and fertilisers formed hardly one-fifth of the total 
cost of inputs while irrigational inputs were almost 
negligible as they formed hardly one percent of the 
total cost of inputs per acre. Table 3 shows the 
pattern of inputs in maize. 

Operationwise Inputs in Maize 

Table 4 gives inputs per acre according to opera¬ 
tions and size of holdings. Proportion of inputs on 
tillage was found to be the highest in the size group 
from I.O to 2.5 acres while it was maximum for 
manures and manuring in the size group 0.5 to I.OQ 
acre. As regards the input on seed and sowinf, 

AiCC Ecoaemic lUyiew 



Table 3 

PATTERN OF INPUTS IN MAIZE 


s. 

Parliculws 


Size 

of holding 

(in acres) 


Jkhw 0.5 

0.5 to 1.0 

1.0 ro 2.5 

2.5 to 5.0 

5.0 and above 

1. Number of holdings 

5 

15 

20 

20 

20 

2. Cost 
(«) 

of inputs per acres in Rs. np. 
Seed 

(0 Cost 

lAl 

2.41 

2.31 

2.48 

2.36 


(if) Percentage 

2.57 

2.23 

2.45 

2.74 

2.63 

(b) 

Human Labour 
(i) Cost 

43.68 

48.01 

43,19 

44.28 

47.29 


(fi) Percentage 

45.54 

44.48 

45.78 

49.00 

52.71 

(c) 

Bullock Labour 
(/) Cost 

28.25 

27.72 

27.36 

25.10 

23.69 


(fi) Percentage 

29.46 

27.54 

29.00 

27,79 

26.40 

(d) 

Manures and fertilizers 
(i) Cost 

21.51 

25.46 

21.40 

16.84 

16.35 


(if) Percentage 

22.43 

23.59 

22.68 

18.62 

18.22 

(e) 

Irrigation 
(/) Cost 

Nil 

2.33 

0.09 

1.65 

0.04 


(ii)^ Percentage 

Nil 

2.16 

0.09 

1.83 

0.04 


(Cost) 

59.91 

107.93 

94.35 

90.33 

89.73 

Total Inputs (Percentage) 

100.00 

100.00 

100.00 

100.00 

100.00 

Total Output (in Rs.) 

140.25 

162.05 

149.93 

152.77 

152.17 


it was observed that it increased with an increaase 
in size but decreased after the group 0.5 to 1.0 acre. 
The inputs on seed and sowing were slightly more in 
the size-group below 0.5 acre, and increased with 
the increase in size-group thereafter. The same trend 
was observed in inter-culturing, irrigation and thresh¬ 
ing too. It was also observed that more than one- 
fourth of the total inputs were put up in the tillage 
operations, and another one fourth on manure and 
manuring. The cultivators ift all the size-groups 
incurred almost negligible cost on irrigation 
inputs. This is because of the fact that most of the 
maize was rain fed, while input cost on inter-culture 
was hardly one-sixth of the total cost showing that 
farmers were not much conscious of clean cultivation. 
The average pattern of operationwise inputs for 
maize indicates that inputs on tillage form about 28 
per cent of the total cost while inputs on manure and 
manuring form a little more than one-fourth of the 
tptal cost. Hardly one-sixth of the total cost was 
incurred on inter-culturing and one-tenth on seed 
and soaping. Harvesting and threshing also absorb 


about one-sixth of the total inputs becau.se of the 
indigenous methods of harvesting and threshing. 

Value of Output Per Acre 

The value of the output per acre in relation to 
size-group also did not show any definite trend. Size- 
group between 0.5 to 1.0 acre was found to have given 
maximum output per acre. This was because of the 
greater inputs on manures fertilizers and irrigaticn 
in this group as can be seen from Table Nos. 2, 3 
and 4. 

Intensity of Cropping and Value of Output 
PER Acre 

The intensity of cropping as shown in Tabic 6 
was the highest in the first group (for the smallest 
size of holding) but after that it did not show a defi¬ 
nite trend except that after one acre intensity was 
found to be decreasing with the increase In size. No 
correlation could be established between the intensity 
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Tabue 4 


OPERATIONWISE INPUTS OF MAIZE ACX^ORDING TO DIFFERENT SIZE OF HOU51NGS 


(In Rs.INp.) 

S. 

No. 

Particulars 


Size 

of holding (in 

acres) 


Below 0.5 

0,5/01.0 

1.0/o 2.5 

2.5 to 5,0 

5.0 and above 



1. 

Number of holdings 

5 

15 

20 

20 

20 

2. 

Tillage 
(a) Cost 

28.52 

31.70 

28.78 

25.97 

25.01 


(b) Percentage 

29,74 

29.37 

30.50 

28.75 

27.88 

3. 

Manure and Manuring 
(a) Cost 

26.26 

31.66 

26.05 

21.37 

20.75 


(b) Percentage 

27.38 

29.34 

27.60 

23.66 

23,12 

4. 

Seed and Sowing 
(«) Cost 

10.13 

10.44 

9.43 

9.94 

10.43 


(b) Percentage 

10.56 

9.67 

10.00 

11.00 

11.62 

5. 

lnter>culturing 
(a) Cost 

15.50 

15.40 

14.30 

14.85 

17.20 


(b) Percentage 

16.16 

14.27 

15.16 

16.43 

19.17 

6. 

Irrigation 
(a) Cost 

Nil 

2.33 

0.09 

1.65 

0.04 


(b) Percentage 

Nil. 

2.16 

0.09 

1.83 

0.04 

7. 

Harvesting (Picking of cobs) 

(a) Cost 

8.50 

9.00 

8.70 

9.10 

8.90 


(b) Percentage 

8.89 

8.34 

9.23 

10.08 

9.92 

8 . 

Theshing and preparaion 
(a) Cost 

7.00 

7.40 

7.00 

7.45 

7.40 


(b) Percentage 

7.30 

6.85 

7.42 

8.25 

8.25 


( (a) Total cost 

95.91 

107.93 

94.35 

90.33 

89.73 

Total input ( (6) Percentage 

100.00 

100.00 

100.00 

100.00 

100.00 


Total output (in Rs.) 

140.25 

162.05 

149.93 

152.77 

152,17 


Output-Input Ratio 

1.46 

1.50 

1.58 

1.69 

1.64 

of cropping and the value of output per 

acre. It 

largest intensity of cropping. This may be because of 

was 

; observed that the smallest holdings had the 

the fact that the intensity ofcropping was concerned 


Table 5 



Table 6 



VALUE OF OUTPUT PER ACRE (Rs. np) INTENSITY OF CROPPING AND VALUE OF OUTPUT 


S.No. 

Size of holding Number of holding Value of out¬ 

line per acre 
(in Rs. up) 

S. No. 

Size of holding 

Number of Intensity of Value of 
holding cropping output 
per acre 

1 

Below 0.S acre 

5 

140.25 

1. 

Below 0.5 acre 

5 

191.1 

140.25 

2 

0.S to 1.0 acre 

IS 

162.05 

2. 

0.5. to 1.0 acre 

15 

158.8 

162.05 

3 

1.0 to 2.5 acres 

20 

149.93 

3. 

1.0 to 2.5 acre 

20 

159.4 

14903 

4 

2.5 to S.O acres 

20 

132.77 

4. 

2.5 to 5.0 acres 

20 

150.2 

152.77 

5 

S.O and above 

20 

152.17 

5. 

5.0 and above 

20 

148.2 

152.17 
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with the whole holding while the value of output per 
acre was calculated for only one crop namely maize. 

Input-Output Relationship 

It may be observed that farming was slightly more 
profitable in higher-size groups, while the smaller 
size groups gave low output-input ratio. Although 
the output-input ratio was found to be increasing 
with the increase in size-group, it showed a decline 
after the size group 2,5 to 5.0 acres. 

Tabu 7 

INPUT-OUTPUT RATIO OF MAIZE IN VARIOUS SIZE 
GROUPS OF HOLDINGS 


Number of Total cost Total value Output 


S. Size of holding 
No. 

holding 

of inputs 
(Rs. np) 

of inputs 
(Rs. np) 

input 

ratio 

1. Below 0.5 acre 

5 

95.91 

140.25 

1.46 

2. 0.5 to 1.0 acre 

15 

107.93 

162.05 

1.50 

3. 1.0 to 2.5 acres 

20 

94.35 

149.93 

1.58 

4. 2.5 to 5.0 acres 

20 

90.33 

152.77 

1.68 

5. 5.0 and above 

20 

89.73 

152.17 

1.64 


Frequency Distribution of Selected Holdings 
ACCORDING to OUTPUT-InpIiT RaTIO 

The output-input ratio has been classified into 
5 size intervals. It will be seen from Table 8 that the 
highest number of holdings was concentrated in the 
output-inpul ratio of 1.50 to 1,75. The number of 
holdings in the smallest and the highest sized groups 
of output-input ratio was very low. On the whole 
the output-input ratio of most of the holdings was 
found to be more than unity mainly because the up¬ 
keep, interest and rent elements of input cost were 
not taken into consideration. The Frequency Table 
further shows that most of the sample holdings 
were not quite profitable as the output-input ratio 
was quite low. This may tjc so agriculturally 


bad years or because of the low agricultural 
prices. 

Table 8 

FREQUENCY DISTRIBUTION OF SELECTED 
(SAMPLE) HOLDINGS ACCORDING TO 
OUTPUT-INPUT RATIO 


S.No. 

Size group of 
output-input 

Niumber of holdings 

1 . 

l.Oto 1.25 

6 

2. 

1.25 to 1.50 

24 

3. 

1.50 to 1.75 

27 

4. 

1.75 to 2.0 

18 

5. 

Above 2.0 

5 


Total 

80 


Conclusion 

Maize which is an important crop of the district 
has comparatively low yield per acre, low level of 
inputs per acre and not very desirable allocation of 
various resources. Most of the crop is cultivated 
by outdated methods and implements. The 
reallocation of the existing resources may help to 
maximise production. Higher level of inputs in the 
sense of increased expenditure on improved seeds, 
implements, fertilizers and techniques and their 
judicious combination would help to increase the 
yield per acre and improve the output-input ratio in 
maize in the district. The present enquiry could 
not establish any definite correlation between the 
output-input ratio and the level pattern of inputs in 
maize except that it has revealed certain trends. The 
limitations of the present enquiry could not peimit 
strict mathematical treatment of the raaximisaticn 
problem of maize production in the district. How¬ 
ever, more detailed input-output studies are needed 
to recommend the least cost combination for maize 
in the district. 
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Gleanings from the Press 


AN INTERVIEW WITH THE PRIME MINSTER 

“Never before has man been so aware that he need 
not live in poverty, that he should be able to give 
better life to his children,” said Prime Minister, 
Indira Gandhi in an exclus've interview to Editor- 
in-Chief William Atwood of Look of New York. 

Talking about the rich and the poor nations, 
Mrs. Gandhi was quoted as saying: “As the years 
go by, the only relevant point will be the struggle of 
the vast number of dispossessed people for a place 
in the sun. If the richer nations help them, then 
we could create a relationship of mutual under¬ 
standing. If they don’t, there is bound to be a 
conflict.” 

Asked about India’s role “as Asia’s second largest 
country” in helping both sides reach a settlement in 
the Vietnam vrar, Mrs. Gandhi said: “Our point 
has always been that some process should begin which 
would end in settlement. The main thing is to 
make a start. I do not think t'’at India or, for that 
matter, any other country can play a role at this 
init'al stage. 

“Of course, if the final settlement is within the 
framework of the Geneva Agreement, and if the 
machinery of the International Control Commission 
is to be utilised, then India would be happy to play 
the role which is assigned to it in that commission.” 

Asked about the possibility of “Chinese backed 
movements” in Asian countries to become more 
aggressive, Mrs. Gandhi replied: “Had the natio¬ 
nalist movement been supported in Vietnam, it could 
have fought back against Chinese su' version.” 

“We always believe that trade is preferable to 
aid. But we did hope that during the development 
decade it would have been possible for the develop¬ 
ed countries like the United States to set aside at 
least one per cent of their nat'onal income to help 
the devdoiung countries. Unfortunately, this has 
not happened at all. In fact, th^'e has been a cut* 
back-~in your case, of course because of the Viet¬ 
nam war.” 

» If-' 

Mrs. Gandhi said: “Kashmir is not the main 
'Afijf I,/Stfd 


impediment to good relations between India and 
Pakistan. It is a symptom. As far as we are con¬ 
cerned, we have always expressed readiness to talk 
to settle differences—we have taken several steps... 
but Pakistan has not normalised relations in spite 
of repealed efforts on our part.” 

National Herald, April 19,1968 


KUTCH MELODRAMA 

The Jana Sangh, the Samyukta Socialist Party, the 
Praja Socialist Party and the Gujarat unit of the 
Swatantra Party would be well advised to end their 
satyagraha in Kutch....Iii proceeding to implement 
the Kutch tribunal's award the Government is 
honouring an international commitment endorsed 
by Parliament. Instead of defying the ban, the 
sponsors of the satyagraha should in fact welcome it 
because it offers them a way out of a difficult situa¬ 
tion. 

...The Satyagraha, ostens'bly directed against the 
“surrender” of Indian territory to Pakistan, is in 
reality a challenge to the Government. The Jana 
Sangh leaders are not so naive as not to realise that 
no Government can provide facilities to law brea¬ 
kers, however valorous or timid. 

If the satyagraha is persisted in, the parties spon¬ 
soring it are bound to lose more than they gain. This 
is true especially of the SSP and the PSP. The 
Kerala unit of the SSP has broken away from the all- 
India organisation on the issue of the Kutch satya¬ 
graha, and in defiance of the National Executive 
directive it has refused to withdraw from the United 
Front Government. The Bihar urit of the party 
has preferred caution to theatrical action. It has 
postponed joining the Government headed by Mr. 
Paswan pending the conclusion of the satyagraha, 
but it has done so under pressure and evidently 
against its own better judgement. The spirit of re¬ 
volt is spr^ding in the party. Whether Mr. Joshi’s 
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threats of disciplinary action against erring units 
can prevent the party’s progressive disintegration is 
anybody’s guess. As for the PSP it is in disarray 
everywhere. 

The Swatantra Party at the all India level, is 
opposed to any agitation against the Kutch award. 
It is the State unit in Gujarat which urged partici¬ 
pation in the satyagraha. As the chief opposition 
party in Gujarat, the temptation to complicate matters 
for the Congress in the State probably proved too 
strong to resist...since the parties concerned have 
already registered their protest by courting arrest, 
they should think seriously of ending the cheap 
melodrama as quickly as they can. 

The Indian Express, April 23,19<58 


A DANGEROUS ILLUSION 

Like Hanoi and Washington in their search for a 
place where they might begin negotiations, Indian 
political parties are frittering away the advantage 
of psychological momentum in their joint search for 
a remedy for defections. 

A dangerous illusion under which the debate still 
labours is that the malady may be cured by some 
‘healthy convention’. This is expecting a critically 
sick body to overcome a serious illness with the 
aid of its natural resistance alone. It is no use 
blinking the fact that defections would not have as¬ 
sumed such enormous proportions were it not for 
a critical failure of character in Indian politics, the 
spread and depth of a serious ailment in the body 
politic. How then is it possible to expect the native 
fibre to throw up adequate resistance by its own 
resources only? Conventions are important, but 
in India we are making them an excuse for shirking 
decisions, leaving over to time what we should be 
doing ourselves and right now. 

The essence of the problem is that when a person 
wins an election because of the popular preference 
for one party—independents are and must remain 
a different category—he must not switch his all^iance 
to another with out first seeking a renewal of his 
mandate. His right to resile from his commitment 
to the voters must be put under restraint—for obvious 
moral reasons if they are still relevant in our politics 
or if they are not, then for the equally obvious practi¬ 
cal one that otherwise stable governments will 
remain as impossible as they have been latdy. If 
he changes udes because he believes that his voters 

iff 


desire that he should, then he should not hesitate to 
stand the test of seeking re-election; if he changes in 
r^ponse to the promptings of his conscience, he must 
either persuade his voters to change with him or 
leave them free to replace him with someone else. 
Tlus is more relevant than odier questions of con¬ 
science which have been raised in the recent discus¬ 
sions; the private conscience of a legislator cannot 
claim ri^ts which are superior to the collective right 
of his voters. 

Dissolution will cast the burden of a fresh poll 
upon many more than those whose defection may 
cause it. Only those restraints must be sought which 
visit only the defector but visit him most effectively 
while stiU leaving him free to act up to the courage 
of his convictions if he wishes. No remedy meets 
these requirements more clearly than that he must 
resign first if he wishes to change sides. Whether 
a new law is needed or an amendment of the 
Constitution for enforcing this obligation, the 
restra.nt must be forged before further loss of time 
dilutes the will to forge it. Otherwise it will lack the 
invigorating sanction of great numbers behind it 
even if it retains though one may doubt that it will— 
enough numbers to secure a safe passsage in Par¬ 
liament. Its use may taper off as the country’s poli¬ 
tical health recovers, but it may be fatal to leave 
remedy in the meantime to ‘Healthy conventions’. 

The Statesman, April 22,1968 


DEFYING THE CENTRE 

The Madhya Pradesh Food Minister has now dec¬ 
lared presumably for the first time that he had raised 
his voiw in dissent at the conference. But it is diffi¬ 
cult to see how this alters the position. Federalism 
would rad in chaos, if, instead of falling in line with 
the majority decisions, the States were to insist on 
putting into practice their individual viewpoints. 

The Madhya Pradesh Chief Minister’s threat to 
continue to disallow the movement of locally grown 
gram out of the State, though less overt a defiance 
of the conference’s decision is no less deplorable. 
To impose a ban on the inter-district or inter-tel^l 
level within the State would be to violate the spirit 
of the decision. It is doubtful, moreover, if ffie 
State’s order can be enforced in areas cm Madhya 
Pradesh’s borders with other States. 

The Madhya Pradesh Government recently raised 
an abrasive controversy over the Centre’s efforts to 
mediate in the State’s dispute with Gujarat over the 
shmng of Narmada waters. Ihe Madhya I^desh 
Chief Minister’s intemperately worded attack on the 
Union Minister for Irrigation, Dr. K.L. Rao, was 
clearly uncalled for. For Madhya Pradesh to choose 
a representative of the Central Government a target 
for shafts directed against a neighbouring State does 
nothing to enhance its image in the public ^e nor, 
indeed, to further its cause. 

Thg Hbtdtum Ttmeit ^«il 1ft, 19(n 
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Book Reviews 


Techniques of Export Marketing, Y. Irudayam, Asia, 
1967, Rs. 22.00. 

The national effort for augmenting India’s exports 
has gathered an accelerated momentum only very 
recently. The perceptible results of this effort can 
be easily vouched for by the export performance 
during the period of the Third Five Year Plan, as 
against the two earlier Plans. An institutional base 
has been built up in the meantime and increasing 
scicntificity is being more and more stressed in export 
marketing for sharpening our competitive ability 
in the foreign markets. In this effort, there are still 
many loose ends that await proper tying up. Know- 
ledgeability of the tools and techniques of marketing 
in foreign countribs is a precondition to successful 
effort in this direction. Irudayam puts his hand on 
one of the major weaknesses and takes the reader 
through an interesting discussion of different intri¬ 
cate problems encountered in exporting in practice. 
It is a welcome addition to the literature on the 
subject, which is still very meagre in this country. 
Irudayam takes up the procedural-functional aspects 
of export marketing and goes straight into the heart 
of the matter, after a very brief explanation of 
the question, “Why should we export?” In this 
brief spell, he puts the issue in perspective taking 
account of the pressure arising from rapid economic 
development, export effort by other countries and 
the contribution that exports make both to the 
national economy and to the individual exporter. He 
then stresses the availability of products for export 
and gives an exhaustive list of products that now 
figure in our exports and those products that have 
possibility. He mentions that it is not merely the 
concern of the large-scale organisations to export, 
but also of those that are small and refers to the 
various bodies established for the purpose of looking 
alter exports in different industries and also with 
respect to commodities. From this point on, the 
study goes into the procedural aspects of exports, 
addressing itself to the would-be exporter as wefi 
as the present ei^orter. 


Export methods, finding the customer, handlirg 
of enquiries and quotations, preparation of goods for 
despatch, shipping of goods to foreign markets and 
calculation of freight and insurance, and documents 
dealing with them in exports, payments for goods 
exported and compliance with regulations in force 
in the foreign countries are dealt with in the same 
serial order with an eye to the exporter himself. 

The function of advertising and publicity m export 
marketing and the different avenues available for this 
purpose figure for a brief but pointed reference. The 
media created recently and the functions they render 
are held out for guiding the exporter. Handling of 
the disputes in export trade has remained a major 
complication all along and the author has done well 
to outline the measures that should be taken both 
as cure and prevention. The four measures that he 
has suggested are mutual contact. Government or 
outside assistance, arbitration and legal action. 
Every exporter must take conscious steps to guard 
against losing foreign customers through indiscrimi¬ 
nate action, or against incurring extra costs through 
the other meUiods. The best course of action is to 
establish contact with the foreign buyer, be sure of 
the bona fides and then proceed accordingly. 

The importance of packaging in exports can hardly 
be overstressed. The account given in the book of 
the various questions connected with packaging 
should be found practically useful by the exporter. 
Indeed, the facilities provided by the Government to 
the exporters are many and substantial. Unfortu¬ 
nately, many exporters either do not know that 
these exist, or for various reasons do not avail them¬ 
selves of these facilities. The author’s outline of 
these facilities should give the exporters a hint as to 
how to go about them. The appendices given in 
the book are intended to inform the exporters of the 
practicalities of export trade including some of the 
commonly used documents in specimen. 

This small book as a matter of fact errs on the 
side of brevity and no word is wasted. Of late, pep 
talks have increased so much as to make one tired 
of words. Thi; $hort outline is, therefore, a must for 
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every exporter’s shelf as a handy work of reference 
as to what to do to solve various problems of exports; 
and more important, what not. 

P, Mukhopadhyay 


Readings on Panchayati Raj; edited by George Jacob, 
pp. 166, National Institute of Community Devel¬ 
opment, Hyderabad, Rs. 12. 

Panchayati Raj implies democratic decentralisa¬ 
tion in the country with a three-tier h^d—Panchayat 
at the village level, Samities at the block level and 
Zlla Parishads at the district level. The Panchayati 
Raj as such, is at present being implemented in 12 
States viz. Andhra Pradesh, Assam, Guajarat, Har¬ 
yana, Madras, Maharashtra, Mysore, Orissa, Punjab 
Rajasthan, U.P. and West Bengal. This study deals 
with the working of Panchayati Raj in six states, 
namely, Gujarat, Maharashtra, Andhra Pradesh, 
Rajasthan, Madras and Mysore. Excepting Mysore, 
the studies in other five states were sponsored by the 
National Institute of Community Development, 
Hyderabad. These studies were undertaken by 
professors in the universities. Intensive studies 
were made by resortig to interviews. Questionnaires 
checking the records and the findings have 
been supported with statistical tables whenever 
necessary. Only model panchayats were selected 
which may not necessarily represent the working of 
the system in the whole of the State. Even though 
the studies reveal different aspects of the Panchayati 
Raj in different states, the common features are that 
the caste system is still a dominating factor in this 
democratic setup. Backward classes and women 


do not occupy representative positions. The ruling 
party in the State administers the affairs of the partf 
chayats. 

One of the factors impeding the growth of de¬ 
mocracy at the village level is the lack of funds with 
the panchayats. These bodies are chary of imposing 
taxes and generally depend on the grants from the 
Government. Amongst other factors responsible 
for the slow growth of democracy at the village level, 
the absence of true and honest leadership and the lack 
of rapport between the elected members and the 
officials deserve special mention. 

Even though Panchayati Raj is still at the evolu¬ 
tionary stage, with the rise in education a new leader¬ 
ship is emerging which will demand more of devel¬ 
opmental work from panchayats besides social 
and welflire work. Therefore, in the last chapter “A 
General Assessment” Mr. George Jacob, Dean of 
the National Institute of Community Development, 
has rightly observed that executive powers should 
not be vested with the elected representatives but 
more and more of these responsibilities should be 
discharged by the permanent official staff. Other 
suggestions made by Mr. Jacob also deserve careful 
consideration. 

This collection of studies on the various stages, 
however, reveal indirectly the urgent need of a further 
probe on the lines indicated by the study team headed 
by Shri Balwantrai Mehta in 1957. The working 
of Panchayati Raj in the country needs to be reviewed 
inasmuch as the success of real democracy in India 
depends on the spontaneous working of the Pan- 
chayats. People should be carried along and the 
Gram Sabha should be made more effective. 

Madhu 
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dona ita damage. 
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...wlUi a tittle iaat of cart, a Hifta more 
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safe landingt fer 
supetsenle idroratt 
on Dunlop lot lyios 


As an lAF supersonic fighter touches down, puniop jet tyres, made In 
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EDITORIAL 



Communal Uisturbances 


The Congress Working Committee which had met here some days 
ago gave serious thought once again to the question of commun¬ 
al disturbances in the country. These communal disturbances, 
whilst they should cause anxiety to all sensible and patriotie 
persons in the country irrespective of the party they belong to, 
are a matter of special concern to the Congress Party. National 
integration has always been an integral part of the Congress 
way of thinking which became the way of thinking of the whole 
nation during the entire period of the freedom struggle. Our 
national leaders and in particular Gandhiji, during the last intense 
phase of India’s fight for freedom, found in communal harmony 
a weapon with which they could defeat some of the evil designs 
of the alien ruling class. The alien authority having first brought 
the country under its yoke and giving it a certain type of unity 
proceeded to divide the country in political and other fields. 
Every big effort to unite the country was met by a counter¬ 
effort to divide it. Unification is a slow, difficult process; divi¬ 
sion is easy and can be accomplished by a few adroit moves, 
especially when these are backed by the authority of the State. 
While partition was a tri imph of British diplomacy, there was 
no slackening in the effort of the Congress towards communal 
harmony and the unity of India that was left after partition. 
The need for this harmony is unquestionable in the context of 
the kind of social order we wish to establish. Democracy is 
our goal. The foundation of democracy is equality of oppor¬ 
tunity and certain fundamental rights to every citizen of India. 
Even if democracy had not been our goal any other decent social 
order would not have countenanced discrimination on account 
of religion. Continuing communal trouble especially when 
it is deliberate and well-planned can bring ruinous consequences. 
We are, therefore, filled with gloom when disturbances happen 
now in one part of the country and now in another. These 
disturbances will not cause us great worry if they were a part of 
the aftermath of the communal trouble of the British era in 
our history. With the exhaustion of the aftermath there would 
be an end to this trouble. But that is not the truth. New life 
is being poured into the stricken body of the communal evil. 
New motivations are at work. There are elements in our body- 
politic which seek to gain by perpetuating this malady. It is 
this which is at the heart of the present trouble. To have proper 
remedies it is necessary that we have a proper diagnous. Those 
of us, and they are the overwhelming majority of the people,. 




who are wedded to a secular social order, secular in 
the best sense of the word, have, therefore, a duty to 
perform when the values we cherish are under attack. 
We have seen in histo^ that a determined minority, 
however evil its designs, can make headway and 
accomplish its goal if the vast majority is indilferent 
or feeble in its protest. The current communal situa¬ 
tion in the country is, therefore, a call to all right 
minded and clear sighted people to be alert, active 
and vigilant so that the communal evil is not allowed 
to raise its ugly head. 

But we also know that its manifestations have to 
be dealt with effectively at the administrative level. 
We have instances in which prompt, vigorous action 
averted trouble or limited it when it occurred. If 
there is lack of vigilance or any soft-pedalling of com¬ 
munal mischief, the trouble spreads and in a matter 
of hours can ruin many homes and destroy many 
innocent lives. If these hours lengthen into days 
destruction can at times be fearful. 

Here is, therefore, a whole set of problems to 
which we need to apply our minds with a sense of 
urgency. 

Rightly the Congress Working Committee in its 
discussions wen' beyond the law and order—^impor¬ 
tant as it is—aspect of the problem. Our nation 
is yet in the making. Right foundations have to be 
laid in the minds and hearts of our younger genera- 
t'on. A touch of right idealism in the instruction 
it receives will lift the younger generation to a new 


plane of thought and action. Our history, as indeed 
any complex set of events, can be interpreted in a 
variety of ways. But if we have our eyes on the ftiture 
and if it is our wish and will that we become a strong 
nation and build a just and equalitarian social order 
our path is clear. This opens out areas in which 
writers, thinkers, educationists and politicians and 
many other classes of people can play a helpful role. 
Emphasis of the Working Committee on more social 
contacts among members of different communities 
is but a small part of the creative process we have to 
set in motion. 

India is a democracy. The Indian leadership and 
the Indian people are keeping it alive in the face of 
all kinds of odds. It is one of the cardinal virtues of 
a genuine democracy that under this system of govern¬ 
ment, weaknesses in social and economic fabric can 
be fearlessly exposed so that corrective action is taken 
in time and on an adequate scale. 

Our country has by and large accepted communal 
harmony and national integration as an essential 
element of the new social order we seek to build up. 
But we do go astray at times. The nation should be 
pulled back into the right path by our leadership and 
the enlightened public opinion in the country. 
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KERALA CIVIC POLL 

A CIVIC poll is not necessarily an index of popularity 
of political parties for the issues involved are mainly 
civic. But in a country like ours where political parties 
do control local bodies, civic polls assume political, 
significance. Therefore, the defeat of the United 
Front parties at the civic poll in Kerala is a political 
defeat. The leaders of the United Front had dec¬ 
lared that they would consider it as a verdict on the 
ruling Front's administration little realising that the 
verdict might go against them. Now that the urban 
electorate has pronounced an unfavourable verdict 
on the Front’s policies and practice an attempt is 
being made to pooh pooh it all. It is said that only 
7 per cent of the total electorate in the State has 
cast its vote and that a revolutionary party does not 
attach much significance to local elections. It is 
a case of spur grapes. But facts are stubborn things 
and the United Front might do well to ponder over 
them. 

The Congress has staged a remarkable comeback. 
It has secured an absolute majority in 10 municipal 
councils on its own and controls 7 others in alliance 
with the rebel Kerala Congress and some indepen¬ 
dents. Moreover, it has secured an absolute ma¬ 
jority in the Calicut Corporation on its own. The 
Calicut Corporation was under the control of the 
Marxists ever since its inception six years ago. 

An educated electorate, not easily swayed by mere 
propaganda and capable of exercising its judgement 
intelligently, has pronount^ its verdict on the poli¬ 
cies and practice of the ruling United Front in Kerala 
and it is an adverse verdict. The deteriorating food 
situation was responsible for the growing disillusion¬ 
ment of the middle and lower middle class. The 
Government was afraid of tackling the hoarders. 
Big land lords had amassed fortunes during the food 
crisis. Corruption had increased at all levels. There 
was demoralisation among the services as a result of 
intervention by party men in day to day adminis¬ 
tration. The law and order situation was deteriorat¬ 
ing. The police reimuned passive spectators while 
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disturbances broke out. This led to a feeling of 
insecurity. Moreover, there was disunity among the 
parties of the ruling United Front. Their candidates 
undercut each other. 

During the civic poll, the Congress and the reljel 
Kerala Congress forged an alliance. This has brought 
them gains. A modus vivendi must be found in Kerala 
between the two. The Muslim League has also 
strengthened its position bagging 60 out of 65 seats 
conttsted. The Jana Sangh has been rejected. 

The ruling United Front must realise that it needs 
something more than an ‘hate Congress' campaign 
to keep them together. Their anti-Centre propaganda 
blaming it for all their failures has now worn thin 
and the people have seen through it. The defeat 
comes at a time when the Marxists were planning a 
massive anti-Centre agitation. Their own allies are 
beginning to doubt the wisdom of this policy. The 
defeat in municipal elections should induce second 
thoughts. The election results will have repurcussions 
on the Panchayat elections to be held in the winter 
of this year and if the rural electorate takes its cue 
from the urban, the ruling parties in Kerala will be 
indeed in a soup. 


RACE RELATIONS IN BRITAIN 

India is vitally interested in the maintenance of good 
relations among the people of different races in Great 
Britain because a large number of people of Indian 
origin have settled there. 

Race and colour are live issues in current British 
politics. This is a phenomenon which began when 
the coloured people began to migrate in sufficient 
numbers to U.K. in search of better opportunities 
than were available to them way back at home, and 
then settled down. The racial question has become 
interwoven with the structure of British politics. 
Britain was an open society till the Commonwealth 
Immigrants Act sought to limit coloured immigration 
by way of concession to racial prejudice. The recent 
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exodus from East Africa further aggravated the idtua* 
tion. For Britain to ignore the question of race 
relations would be to invite an explosion. It is the 
single most domestic problem which faces Brjtain. 
It feeds on prejudice. 

In reality, the coloured immigrants form only a 
microscopic minority. By and large they have pulled 
their weight in the national economy. Nay more, 
they perform certain essential tasks which white 
Britons are not very keen to undertake. The majority 
are law abiding. This has keen established by a 
number of objective enquiries. They are more often 
discriminate^! against than not in matter of employ¬ 
ment, housing etc. However, lucid pictures have 
been drawn seeking to fudge the issue. Coloured 
immigrants are represented as having caused over¬ 
crowding in an already overcrowded island, with a 
view ultimately to swamp the white Briton and do 
him out of his hard won gains. There is no rational 
basis for this canard against the coloured immigrant. 
Nevertheless, the impression continues to persist and 
is not the less dangerous for being a product of 
ignorance and prejudice. 

‘ While opinion > in Britain is divided on the ques¬ 
tion of restricting coloured immigration. There is a 
wide spectrum of agreement that the coloured immi¬ 
grants who have settled down should not be treated 
as second class citizens. In between the out and out 
racists and advocates of complete equality stands 
a vast mass of confused and bewildered people who 
count in terms of votes. From time to time atempts 
are made to arouse racial animosity among them 
against the coloured immigrants. 

The most recent example is the attempt made 
by Mr. Enoch Powell which has caused wides¬ 
pread consternation. In a rabble-rousing speech 
couched in intemperate language and annotated 
with spicy anecdotes, Mr. Powell tried to stir up the 
witches cauldron of race relations. His aim was to 
win publi support for racial prejudices. He made 
use of an highly emotional issue to make people hate 
each other; to inculcate hatred for the coloured 
immigrants among the vast mass of confused and 
beVvildered white Britons. 

The Conservative Party has been greatly exer¬ 
cised over the Powell episode as it was a bid to wrest 
leadership from the existing party leaders. It was 
an appeal to the backwoodsmen in both the parties. 
Powell’s speech has succeeded in arousing a section 
of the working class into protest demonstrations 
against the coloured immigrants in areas where it 
hurts the most—employment, housing and insurance. 
Powell has sought to inftime popular passions by 
pandering to popular prejudices. 

Powell was no doubt playing with hre and yet it 
is possible to exaggerate ^ossly his capacity for mis¬ 
chief. The Conservative Party has promptly dis¬ 
owned him and deprived him of his place in the 
Shadow Cabinet. The major Parties are agreed that 
race should not be made a party issue. Britain is 
not as yet a racist society. A man’s colour is much 
less a matter of concern in Britain than in the U.S. 
Much depends on the extent to which parties can 


restrain the extremists in their own camp. Preju¬ 
dices can be overcome only through education and 
experience of living in an integrated, multi-racial 
society. Here the law may help by laying down new 
norms and creating conditions for growth of new 
conditions. The Americans have paid the price for 
underestimating the power of law to initiate reforms. 
Hence the importance of the Race Relations Bill. 
Hence the importance of not making concessions to 
achieve short-term objectives. Hence the necessity 
to prevent the BUI from being watered down. 


NEW TEXTILE POLICY 

The recently announced new textile policy has 
widened the area of decontrol from 60 per cent to 
75 per cent of total production for superfine, fine 
and higher medium varieties. Decontrol is likely 
to cause a spurt in the price of the varieties now 
decontrolled. A slight price rise of 2 per cent has 
been permitted for most of the controlled varieties 
except grey dhoties and sarees. This increase in the 
price of controlled varieties is not expected to be 
passed on to the consumers. It will, however, be 
at the cost of the excheqer for it will be absorbed by 
a downward revision in excise duties. Mills can get 
out of their obligation to produce controlled varieties 
by contributing a nominal sum to the special fund 
from which incentives would be provided to units 
undertaking additional obligation. 

The proposed scheme in the announcement to 
ensure sufficient production of controlled varieties 
through levy on defaulters and incentives for those 
who undertake additional obligation is likely to 
prove cumbersome. The decision to decontrol 
superior varieties will impose an unequal burden on 
different units in the industry. Not all the units are 
equipped to produce decontrolled varieties. It is 
for these varieties that the demand is the highest. 
The weaker units which cannot produce the decont¬ 
rolled varieties are the units which need help. But 
they will not benefit under the scheme. 

The textile industry in India has been in 
the dol drums over the last last few years. 
It has thrived in a sheltered market and, there¬ 
fore, it has had no incentive for renovation 
and modernisation. Its equipment is archaic. The 
industry pleads for favour^ treatment from the 
Government on grounds of age. it is the country’s 
oldest industry. But there is hardly any awareness 
of its responsibility as regards care and attention 
and protection of consumers’ interests. Successive 
enquiries have revealed lapses in management 
both due to ignorance and at times deliberately. 
The government has demonstrated its willingness 
to meet the industry more than half way. But will 
those responsible for the Industry’s management 
do their bit for its modernisation and renovation 
and for reducing the costs for there in lies the 
challenge. 

P.N.V. 
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Some Observations on the F.LC.C.L 
Presidents Address* 

U.N. Dhbbar 


The retiring President of the Federation of Indian 
Chambers of Commerce and Industry in his presiden¬ 
tial address has made quite a few observations, which 
require objective consideration. Comparing the 
standards of living between the United States and 
India he has mentioned that “At the end of the Third 
Plan period, according to official statistics, roughly 
61 per cent of households or as many as 11.4 million 
families in the urban areas were in slum conditions. 
In the rural areas about 82 per cent of the house 
holds or 62.7 million families had only kutcha houses.* 
If anything, these figures are conservative, and must 
have gone up since. “... Millions are still unemployed 
and opportunities for the educated keep shrinking.’* 
“A menacing insecurity is on the move; anti-social 
elements are easily able to exploit this mood, and 
spark it to violence. The state of unrest which has 
prevailed, particularly since the last General Elec¬ 
tion, points to a close causal relation between 
the incidence of public disorder and economic 
stagnation,” 

A Fauliy Social System 

We have got so much accustomed to this language, 
that it only proves that, whereas our sensitivity against 
any show of violence has become so keen we have 
little idea that we have ceased to become sensitive 
to the very content of human life. There is un¬ 
doubtedly, “a close causal Itdation between the inci¬ 
dence of public disorder and economic stagnation,” 
but there is even a closer causal relation between the 
incidence of public disorder and loss of that sensiti¬ 
vity. If we were to examine this aspect even more 
closely, we shall find that this charge of anti-social 
elements loses all significance. Anti-social elements 

Shri U.N. Dhebar is Chairimn, Khadi and Village Industries 
Commission, Bombay. 

*Address by Shri L. N. Birla, tetiring President, Federation 
of Indian Chambers of Commerce and Industry. 

May 15 ,1968 


are those elements, who have been given a definite 
place in society and who have a stake in its well being, 
and who are working against it. The social and 
economic structure that exists in India denies a place 
and a stake in that structure to the vast masses of 
people. Expectation of loyalty to that social structure 
from those who have been denied such a stake and for 
whom, whatever the words used, the denial continues 
at the practical level is, to say the least, to reduce 
the term “loyalty to a social structure” to one 
sided responsibility only. A complete absence of the 
realisation that ‘loyalty to a social order’ bnot a plant 
that can thrive in the midst of privations and dis¬ 
parities which arc a built-in feature of a social order 
is the one solitary reason for this kind of approach. 
If the victims of this social system have been tolerant 
it is not because of their love for this social system. 

If I am dilating upon this matter at such length, 
it is because violence is like an ice-berg. What we 
see on the surface of the ocean is merely the peak of 
the ice-top. Down below under the surface of the 
ocean lie its causes which though they are not easily 
discernible it is time we begin to find them out.. If 
we do so we shall realise the need for a treatment 
which assails the causes for this built-in disparities 
and privations at its roots. Here is a question of 
treating the system itself. 

Indian revolution was intended to end these causes. 
Unluckily, the processes adopted so far have proved 
that the social leadership has not shown the strength 
to withstand the pressures of the leadership in the 
economic field. The lopsided growth that follows 
offers an advantage to the leadership which has nei¬ 
ther a social stake nor an economic stake and believes 
in achieving its aims by any means whatsoever. 

I wish that those who decry the anti-social ele¬ 
ments would look below the surface of the water 
and not merely at the top of the iceberg. They wU 
then see that the answer li«i not with the Finance 
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Minister or even with the government. The answer 
for the shortfalls lies in the social system itself. 

Problem of Rurat. Poverty 

The second observation to which I would like to 
r^'fer to is the argument that “an immediate problem 
for the public and private sector alike is the utilisa¬ 
tion of idle capacity. This means that the industrial 
units must be unable to activate idle capacity and 
find out market for what is produced. If existing 
industry cannot be viable, it is futile to expect that 
industrial expansion through new units will take 
place.” The first sentence sublimely puts forth the 
case of India. The second sentence brings the 
problem down from the sublime to the ridiculous. 
The problem of India is undoubtedly the utilisation 
of its vast idle capacity. India is a poor man’s 
country but not a poor country. It is forgotten 
that non-utilisation of the idle capacity of the 
industrial units is not the real problem. The real 
problem is non-utilisation of the idle capacity of a 
whole population of as big a size as that of England 
or France. The wheels of Indian economy cannot 
move smoothly; Indian economy will continue to 
swing from one side to the other and sometime 
dangerously; its wheels cannot run quickly enough 
unless we first tackle the problem of rural poverty. 
It is the rural mass that must first of all get moving. 
It will then provide not only the necessary working 
force to push out of the ruts the age-old stagnant 
economy. It will provide an all-time impetus to 
the Indian markets which will kep its wheels not 
only moving but moving ever faster. We have 500 
million potential buyers who constitute the world’s 
second largest multitude of consumers. It is the 
U.S.A. and the U.S.S.R. combined under one 
economic canopy. To increase their purchasing power 
is both a human and economic necessity. 

SHORT-.SIOHTED CRITICISM 

The retiring President of the F.I.C.C.I. while 
complaining of a restrictive and negative policy 
lets out a truth. He says that “for far too long Go¬ 
vernment policy has been attempting to counter the 
inflationary facts of unproductive overspending or 
fiscal laxity on the Government’s part by a restrictive 
and negative credit policy. The inarticulate assump¬ 
tion of this practice has been that while the Govern¬ 
ment cannot be expected to cut the coat according 
to its cloth, the rest of the community must be con¬ 
tent to practice austerity if need be to the point of 
impairing its productive functions.” Then, however, 
comes the anticlimax. He says, “1 am glad to note 
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that there has been some rethinking on the part of 
the Government on issues of monetary p<^cy in 
recent months. As a result, the Reserve Bank of 
India has taken several steps to liberalise bank credit 
for industry and commerce and is also reorganising 
the interest rate structure in a more realistic manner.” 
What has become of the former President’s argument 
for ‘the Government cutting its coat according to 
its cloth’ is known to himself alone, once the Re¬ 
serve Bank begins to liberalise bank-credit. 

Economic iNEFnciENCv Characterises the Entire 
Economy 

The economic inefficiency that characterises the 
whole economic structure is a ubiquitous pheno¬ 
menon. It is seeping through agriculture, industry, 
labour, Government services the public and private 
sector. It is one unbeatable example of inefficiency 
in any part of the world. I would not exclude the 
Khadi Commission from this. The cause for this 
inefficiency, however, lies deeper than has been point¬ 
ed out. It is not due to the alleged restrictive policy ' 
of the Reserve Bank of India. India has yet to learn 
the simple truth that it is only a devoted human being 
that can be efficient. Bribing a human being 
to be efficient is a luxury India cannot afford. If it 
were a question of a few hundred or a thousand people 
we could have possibly extracted efficiency through 
bribery. If the grand national product of India 
was somthing like that of the West or of Russia 
perhaps we could have been able to give financial 
incentives on a scale to a section of our population. 
But we are dealing with one-sixth of the human 
^'race. The real issue is to generate a spirit of devo¬ 
tion in this huge mass and it cannot come except 
through a pr^'per system of education and a propicr 
example set by the people at the top in all walks of life. 

I am sure that the business community cannot escape 
its responsibility on this score. It has to play its 
role in building up efficiency in the private sector. 
The sickt extile mills are not an example of high 
degree of efficiency. The huge profits that the mill- 
owners could secure in the past twenty years have 
either gone to the Government which is not prepared 
to cut its coat according to its cloth’ or to benefit 
a few individuals who had hardly any compunction 
and who, perhaps, diverted the huge amounts to their 
own benefits. I am happy that amongst the busi¬ 
nessmen also a rethinking has started sponsored by 
younger men. They need all the encouragement and 
help from all quarters of the society. 

Cooperation of the industry, trade, government 
and labour is unthinkable, so long as the increa^s 
in production and sales mean different things to 
differen interests. Socialism to which reference is 
made is a tougher thing. It can be introduced 
either following the methods of ruthlessness as was 
done by Stalin or Mao or by following the methods 
of Gandhiji. Either we build it from top which 
would invariably mean regimentation. Or we build it 
from below which implies cooperation. But we are 
ending in succumbing to capitalists methods of 
production and sales with lip-service for social .values. 
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G. SUBRAMANIAM 


The remarkable thing about the Society for Inter¬ 
national Development is that it has not been content 
to discuss the problems of poverty and development 
int he affluent surroundings of Washington. Through 
its widely-dispersed country chapters, it has aimed at 
a truly international discussion of international 
problems. 

It is difficult to think of four more relevant areas 
of concentration than population, technology, 
economic administration and political institutions. I 
shall merely seek to explore what seems to me to be 
their principal inter-relationships from the point of 
view of the developing countries in Asia. 

Historical Lineage 

We ought first to be e'ear about the historical 
lineage of the developing countries in Asia. The 
Second World War marked a turning point in human 
history. Empires collapised, the colonial system 
broke up and we saw the emergence of newly 
independent countries. It is essential to remember 
this colonial past of most of the less developed count¬ 
ries of the world today. If we go back to the seven¬ 
teenth and eighteenth ce turies, the.e was no signi¬ 
ficant difference between the living standards of the 
people in Asia and in Europe. But the situation has 
dramatically changed withk» the last one hundred 
and fifty years with the Industrial Revolution as its 
starting point and its basis. The international division 
of labour established in the era of colonialism, 
reduced the colonies to the position of producers most¬ 
ly of agricultural products and primary industrial raw 
materials. On the other hand, the colonial powers 

Shri C. Subramaciam is President Tamilnad Congress 
Cooiinhtee. 

• Rom a ^pieech delivered at the Tenth Anniversary Con¬ 
ference of Sockfty fOr International Devdopmmt, Washington, 
D.e, Mandi 8, 1968. 
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marched forward in the prtKess of building up 
industries on the basis of scientific and technological 
development. Until the fifties of the present century, 
the colonial system, on the one hand, enhanced and, 
on the other, covered up this polarisation. 

While an industrial revolution in the colonial 
countries was by and large discouraged by the colon¬ 
ial powers, the percolation of science and technology 
in small doses into the subject nations could not be 
prevented; it was even actively encouraged in certain 
areas. In many countries, science and technology 
were used to eradicate epidemics and infectious 
diseases and for the provision of better health and 
medical facilities. In the earlier part of the twentieth 
century, this process started the phase of decreasing 
death rates and increasing population, whereas in 
the past, the population of these countries was 
almost stagnant due to death rate matching birth rate. 
When these countries became independent, the pr)pu- 
lar national governments that came to power naturally 
intensified their efforts to provide better health and 
medical facilities, further bringing down the death 
rate significantly without any real change in the birth 
rate and leading to the present population explosion 
in these countries. 

Basic Contradiction between Population and 
Economic Resources 

We thus find in the advanced countries an indus¬ 
trial scientific revolution in process and in the under¬ 
developed countries a demographic explosion. Ac¬ 
cording to the present trends, by 2000 A.D., itis 
estimated that the Latin American population may 
be 3.6 times and the populations of Africa and South 
East Asia 3 times and of East Asia 2.6 times their 
1960 population, while the population of Europe 
excluding Russia will have an increase of only 33 per 
cent in these forty years. 
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A recent estimate shows that the developed count¬ 
ries enjoy an average per capita income of $ 1S40 
while the average per capita income in developing 
countries is $ 126. 69 per cent of the world’s popu¬ 
lation which is in the poorer countries has a total 
income amounting to only 16 per cent of the global 
GNP. 84 per cent of world’s income, 93 per cent 
of steel, 89 per cent of pig iron and 72 per cent 
of power production are concentrated in about 
forty countries representing 31 per cent of world 
population. A more significant factor is that 
85 per cent of scientific research capacity is located 
in these forty countries. 

Even with a consistent S to 6 per cent annual in¬ 
crease in national incomes, it would take about 80 
years for the less developed countries to reach present 
European standards of living; and, perhaps, 120 years 
to reach the present American standard. The devel¬ 
oped countries will not meanwhile remain stagnant. 
Particularly with the 95 per cent of scientific research 
capacity which they have, the developed nations will 
continue to march forward thus increasing the gap. 
Another factor often ignored when we talk in terms 
of annual increases of national or per capita income 
is that the increase in the less developed countries is 
on a small base of a per capita income of about 120 
dollars whereas the increase in the case of the develop¬ 
ed countries is on twelve times that base, namely of 
about 1500 dollars. Therefore, even a small percentage 
of increase in the developed countries is quantitatively 
of an immensely larger magnitude. This contradic¬ 
tion between the distribution of economic resources 
and of population is basic, it affects all intemational 
relationships, it feeds upon itself and is further 
accentuated by the present mechanism of the world 
market. 

The economic growth of the developing countries 
is thus no isolated problem, but a world problem 
pertaining to the whole human community whose 
successful solution is essental for the continuation 
of human civilisation. As Nehru declared, “the 
division 6f humanity between wealth and poverty is 
about as bad and dangerous as such imbalance in a 
single country. For the division of the world into 
over-developed and under-populated regions on the 
one hand, and under-develo^ and over-populated 
regions, on the other carries dangerous potentialities 
of conflict.’’ 

Problem of Hunger and Starvation 

The most menacing and leading challenge before 
the world today is the problem of hunger and starva- 
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tion in the less developed countries. The food 
production gap between the ‘have’ and the ‘have not’ 
countries has widened steadily in recent years. Thirty 
years ago, each of the regions of Asia, Africa, and Latin 
America was a net grain exporter. They were export¬ 
ing to the tune of 11 million tons yearly, largely to 
Western Europe. With the population explosion in 
the less developed countries during 1950’s the flow of 
grain into these countries progressively increasec^ 
reaching a figure of 20 million tons during 1960 and 
climbed further to to 31 million tons in 1966. 

Most of the peoples of the under-developed 
regions are suffering from the ill-effects of undernou¬ 
rishment and malnutrition. In a recent study, 
Alan D. Berg has focussed attention on the ill-effects 
of undernourishment and malnutrition in the under¬ 
developed world and its impact on economic devel¬ 
opment. He has drawn the following staggering 
inferences: 

(1) The limited life expectancy brought about by 
malnutrition limits the number of productive 
years. 

(2) Malnutrition tends to decrease a worker’s 
productivity. 

(3) Malnutrition lowers a worker’s resistance to 
disease and increases his rate of absenteeism 
from the job. Further, accident rates are 
higher among those who tire quickly due to 
malnutrition. 

(4) Certain nutritional deficiencies, such as acute 
Vitamin A deficiency which results in blind¬ 
ness, limit opportunities for productivity. 

(5) The most alarming point which he makes is: 
“The recognition that malnourished children 
may emerge from childhood lacking the 
ability to reach their full genetic intellectual 
potential introduces a new and, perhaps, a 
frightening note into theories of national 
development.’* 

Therefore, it is not merely the fast increasing popu¬ 
lation which is creating a problem to less developed 
countries but more menacing is the fact that they are 
producing a generation of intellectually and physically 
stunted growth, without capacity to think and function 
as normal healthy human beings. This itself creates an 
unbearable burden on any developing economy. The 
magnitude of this problem can well be i^sed from 
the report of Dr. C Goplan, Director of Nutritional 
Research Institute of India. According to him 80 per 
cent of pre-school aged children in the rural areas df 
India suffer &om malnutritional dwarfism. My good 
friend, Pnffessor Galbraith has summed up the problem 
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of hunger in the following words in his recent book: 
“Even personal liberty is best defended and siriritual 
salvation best pursued on a ftjll stomach. In a poor 
society, economics is not all life, as a practical matter 
it is most of it.” 

Haunting Malthusian Spectre 

The Malthusian spectre in its present form has 
been haunting us for nearly two decades or more. 
Country after country in Asia has had to come to 
grips with the problem of increasing births chasing 
decreasing death rates. In wrestling with this conse¬ 
quence of economic development, poorer nations 
have resorted to various measures for the control of 
populations. We in India have been quite responsive 
to the various techniques that science has explored. 
In fact, I would make bold to say that developing 
nations today have shown a surprising extent of cultu¬ 
ral adaptiveness to this most intimate of all human 
interventions—an adaptiveness which would be sur¬ 
prising even in countries at a higher level of devel¬ 
opment. It is true that there are problems in the spread 
of new techniques of birth control due no less to 
psychological factors as to technical problems. The 
low level of literacy has to be treated as a barrier to 
be surmounted \ with the aid of suitable communi¬ 
cation devices. The use of satellites and TV as a 
means of getting aC:ross the message of new techniques 
of family planning has been canvassed and lam hope¬ 
ful that soon it will be possible to harness these 
newer techniques for mass commum'cation. But 
the process of cutting down the birth rate is apt to 
be slow. There can be no quick solutions in this 
sensitive area and we need to recognise that the arith¬ 
metic which calculates that investment in a life pre¬ 
vented is equivalent to positive investment in schools 
or roads or what have you may be impeccable as 
mathematics but difficult to sell politically. We 
should not, therefore, commit the mistake of pinning 
all our hopes exclusively on countering the tide of 
population growth within the foreseeable future. 

The very fact that such itthe case—^that popula¬ 
tions will continue to grow—has brought to the fore 
discussioas of the problem of survival. Many 
authors have in recent years donned the mantle of 
Cassandra and written geographies of despair. Some 
for instance, have disposed of India as a patient to 
be abandoned on the battlefield. The slowness of 
the rate of growth of agricultural productivity has 
caused many a sincere friend of developing countries 
to lose hope. Having been in charge of the port¬ 
folio of Food and Agriculture in India during two 
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to three of her worst drought years, I can fully 
understand the context in which pessimism seemed to 
be in order. But that is not the whole picture be¬ 
cause it ignores the response that this traumatic 
experience has evoked in India. Today one thing 
on which all our farmers, scientists, administrators 
and legislators are united is that agriculture shall 
have the highest national priority. That to me is the 
surest guarantee that we shall overcome the hurdles. 

Some critics have urged that an overemphasis 
on industrialisation was responsible for the debacle 
in agriculture. I would say that even if we in India 
had wanted to, we could not have pushed much 
earlier in the development process a “use more ferti¬ 
liser” movement with the success we have had during 
the last three years. There simply was not in exis-. 
tence the type of seed and market structure which 
made it profitable for the farmers to use fertilisers. 
I am not trying to rationalise what happened. I 
am only pointing out that those who say, “I told 
you so” could not have foreseen the conjunction of 
technique and opportunity which enabled the consi¬ 
derable qualitatively forward strides of the last thrw 
years to be taken in Indian agriculture. 

Besides, is it not a somewhat outmoded relic of 
colonial thinking to argue that developing countries 
should specialise in agriculture because they have to 
feed themselves and the inexorable logic of popu¬ 
lation is pressing on them? I do not for a moment 
dispute the need for tropical agriculture to improve 
its productivity by adaptive research, extension and 
modernised distribution and production techniques. 
At the same time is it not conceivable that in planning 
for a new dec&le of development, we should energise 
every acre df cultivable land in the world? The 
development of the world is an integrated process 
and it seems to me to be irrational even in this not 
so highly rational world to continue artificial restric¬ 
tions on production in some parts of the world, while 
trying to boost it in exhausted soils elsewhere. 

Growing Burden of Unemployment 

Let me now turn to one important impact of popula¬ 
tion pressures on strategies of development, namely 
the growing burden of visible unemployment in many 
developing countries. One perceptive economist 
points out how in a heavily populated country 
organised traditionally, development itself results in 
unemployment “by decasualisng labour, deepening 
the intensity of capitd 'surfacing' concealed under- 
eraidoyment and above all accelerating the growth of 
population.” The result is that development is 
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today acxompanied by the sharpened misery (tf many 
who carried on *somriiow* in the traditional sodeties. 
We cannot afford to ignore the lessons of history 
that the unemployed are great shocktroops of dis¬ 
content. Strategies of development cannot continue 
to revolve merely round mathematical balance and 
consistency. They have to come to terms with the 
problem of choice of technique so as to keep the 
army of unemployed from increasing. Pru^nce, 
no less than human charity, demands that employ¬ 
ment now be given priority over employment at some 
time in the future. If this be so, the problem of 
investment and inflation becomes even more crucial; 
those who are employed for building the future have 
to be fed today. This problem is more critical where 
we use men instead of machines. The importance of 
agriculture and food production and distribution 
becomes all the more obvious from this context. 

It would, however, be a fallacy to read into this 
the easy conclusion that the less developed countries 
should first develop their agriculture before they come 
industrialised. It is a truism that modem agriculture 
needs modern industry and I do not propose to labour 
the obvious point that we cannot afford to go through 
ail the historical stages in sequence. We live in the 
modern world and it is both our opportunity and our 
challenge that we have to compress many decades 
into a few. 

Modernising Traditional Societies 

Some observers despair of the possibility that old 
societies can never be married to new technologies. 
We even hear disingenous arguments that there is 
no achievement motivation in the fatalistic East; 
that the vitality that the protestant ethic supplied 
does not exist in the less developed Countries and 
that the less developed Countries are therefore, 
dor'med to stay where they are. The streak of 
fatalism which is stated to be a mark of the East 
has not prevented the emergence of two mighty 
powers during the last fifty years in Japan and China. 
The argument about the protestant ethic would be 
as hollow as to pin a similar mystic quality to the 
Buddhist ethic because the Japanese nation has 
advanced so rapidly. 

From what little experience we have had of the 
modernization of traditional societies, we can say 
this. The transitional stage is, perhaps, the most 
difficult and the most atypical. In the military, 
which is incidentally one the focal points of 
modernisation, traditional blocks are surmounted 
with surprising ease. The centres of latter day in- 
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dustry, Itice the sted plants, also show tiie strong 
of modernising forces. This leads me to what I 
consider to be one of the weaknesses of partiid mo¬ 
dernisation. When modernization leaves behfaid 
enclaves of modem technology with tenuous contacts 
with the hinterland, there does not result the “techni- 
cisation" which we need to transform a society. 
Whenever I had been to our new industries, I had 
wondered why they stood so far apart, so uninte¬ 
grated, so much like oases in a desert. Unless th^ 
are closely integrated with their environment they 
stand out as no more than rather awkward monu¬ 
ments. This problem has faced the modernisers in 
yet another field—the field of agriculture. For nearly 
a century now, modem methods of agriculture have 
been practised in plantations but with little effect 
on the peasant outside. Therefore, be it industry 
or agriculture, modernization is not merely the trans¬ 
fer of technology and skills to isolated enclaves; it 
has to be further transmitted and more widely 
spread. To give another example, in industry one 
of the principal problems that arises is of foreign col¬ 
laborators treating their subsidiaries or affiliates as 
extensions of their parent country without establish¬ 
ing active links with the rest of society which furnishes 
them their market and their “cash flows”. I would 
plead that those corporate giants who participate in 
the vital and necessary transfer to less developed 
Counlries of the knowhow of production and 
management look at it integrally and as part of the 
whole process of modernization. It also appears to 
me a grave defect of our approach so far that we 
have ignored the important role a widespread and 
well planned system of distribution, e.g. of modern 
inputs in agriculture, can play in the transmission 
of new knowledge and skills. The modernising role 
of distribution has not been exploited anywhere 
close to the extent to which it can. 

Dogmas and Developed Societies 

It is not only the newly developing countries that 
are victims of old traditions. The developed societies 
are also not wholly free from their own inheritance 
of mythology. The artificial dichotomy between 
completely competitive and fully planned and control¬ 
led economies is one of these theoretical curiosities. 
Professor Galbraith has pointed out how absurd it 
is to categorise the world on the basis of this sim^e 
classification when it corresponds so little to reality 
even in the developed nations themselves. Very 
often the devotees of dogma in the economic science 
not surely out of malice or design but in thmr zeal, 
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have forced, through their advice, the less developed 
countries into costly courses of action involving the 
pursuit of chimeras of various kinds. May I use 
this occasion to urge a lessening of the addiction to 
the rule of the market forces and a search for the 
fruits of advi<» rendered by international institutions 
and advice accepted and action taken in the last 
decade or so by the aid-receiving countries? 

One of these dogmas is that the public sector is 
inefficient and so the private sector should be encour¬ 
aged. It certainly is not my argument that the 
private sector is inefficient and the public sector 
should be encouraged at all times. I would only 
submit that the confflictis between organisations which 
can be efficiently managed and those which cannot 
be, be they in the public or the private sector. The 
inefficiency of public sector managements is due to 
their present structure and to the weakness of org¬ 
anisational design. On the other hand, where the 
private sector entrepreneurship does not exist, there 
can be no way to avoid government intervention. 
The goal that we should rather pursue is to infuse 
the right structure of management into the public 
sector of the less developed country. Indeed, the 
factors that have contributed to the success of org¬ 
anisations such as the E.N.I. in Italy or Volkswagon 
in Germany or Outchstats Mines in Holland should 
be explored to find how to adapt them to circum¬ 
stances in less developed countries. 

It has been pointed out that the pre-eminence of 
the United States lies not so much in technological 
superiority as in the technique of organisation. Why 
should not this skill be applicable not merely to the 
competitively-oriented private sector but also to 
government and governmentally sponsored organisa¬ 
tions? It should, 1 urge, be the task of the coming 
years to transfer some of these skills to the less devel¬ 
oped countries. The less developed countries also 
need to revamp their approach to this problem. Very 
often we are willing to borrow the technology of 
production but not of management. Besides, we 
adapt wrong-headedly the pbilos phy of underpaying 
our public sector servants without allowing for the 
fact that unlike in some of the developed countries, 
the public sector is competing with the private sector 
in less developed countries. We are thus left with 
the riskiest enterinises and the poorest incentives to 
their managerial personnel in the public sector. 

Approach to EcoNotflc Administration 

Our approach to economic administration 
becomes of vital importance. It has been pointed out 
by many observers that one of our problems arises 
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from our uncritical adaptation of colonial styles of 
administration, which were suited to the leisurely pace 
of the law-and-order state. It is appropriate to 
recognise that this kind of adaptation is a necessary 
aspect of most social transitions. One builds on 
what one finds existing. The mark of human wisdom j 
is, however, to recognise when a particular feature 
of social structure becomes disfunctional. I think 
most less developed countries are now discovering 
the gap between the intention and capacity of 
their administrative appratus. This is particularly 
obvious when it comes to running the modern sectors 
of their economy. I have already referred to the 
problem of management in the public sector. I 
would like to caution that it is fallacious to argue, 
that generalists should be completely abjured for 
managerial positions. Indeed, technologically devel¬ 
oped societies have learnt that narrowly qualified 
professionals are not necessarily the best managers. 
What we need is the supremacy of neither the narrow 
technician nor the gentleman-generalist. We need 
a new type of technician —the manager who is trained 
as a manager. We should not, therefore, go to the 
other extreme of our present position and expect 
technical men to perform miracles where nontechni¬ 
cal generalists have failed. It should be our objective 
to train, equip and retain in our countries the proper 
managerial personnel. 

The management of the economy itself needs a 
qualitative change in approach. The less developed 
countries need a greater amount of monitoring and 
governmental intervention than is to be seen in devel¬ 
oped countries. There is some dispute as to whether 
this is in fact the case or whether the phenomenon 
of underdevelopment indicates the desirability of a 
smaller participation by government. It is my view 
that given the constraints on aid and the bottlenecks 
in a society which has unevenly developed industries 
in different sectors, we cannot expect the free market 
alone to lead to the allocation of resources according 
to priorities that are right for a developing economy. 
Wffile complete control and allocation by “command” 
is infeasible, it is equally true that it may not be 
optimal to go by the signals given by prices. If the 
economy could be completely open, i.e. if foreign 
exchange were not a bottleneck, then the market 
would indeed be an efficient allocator. But this 
“ff” is a difficult “if”. Therefore, it sems to me to 
be wise that we should not dismantle completely the 
structure of control and monitoring but rather use 
it efficiently to help interpret the prices in the market. 
A dual price system may very well be the answer to 
problems of controlling the inriority allocation of 
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goods without at the same time comi^etely depriving 
the producers of the higher prices which scarcity 
leads to. Some such system has been tried for 
a while in regard to steel price and control in India. 
In sugar, a similar system is now being experimented 
with. While I am not a dogmatic advocate of the 
superiority of such a system, 1 am understandably 
partisan to the desirability of giving such a mixed 
system an extended trial. 

This leads me to the need to press into the services 
of economic administration some of the techniques 
of control which arc being utilised within modern 
giant corporations and in governments in advanced 
countries. These systems, employing as they do the 
sophistication of modern methods of processing in¬ 
formation, can, 1 am told, be quite usefully adapted 
to help governments of less developed countries 
handle their controls and monitoring problems. 
Will it be too much to hope that some of these tech¬ 
niques which were developed with less than peaceful 
goals in mind may soon be pressed into service in 
the cause of international development? 

Sharing Prosperity 

Many economists and development-statesmen 
have stressed the need to view trade, aid and devel¬ 
opment as interrelated. Indeed they are because pros¬ 
perity cannot grow unless it is shared. That was 
the lesson of the Industrial Revolution which opened 
up domestic markets for the first time in Western 
Europe by increasing the purchasing power of 
the population at large. Foreign aid seeks to 
inter nationalise this process by fostering economic 
development in the poorer countries of the world. 
Foreign aid, however, needs to be a temporary mech¬ 
anism for the transfer of resources and ultimately it is 
only increased trade that can provide a durable answer 
for bringing about a steady increase in world economic 
growth. To this audience these statements may 
sound somewhat commonplace but, perhaps, they 
need to be repeated by all of us as often as possible 
in view of the very unfortunate upsurge in protec¬ 
tionist sentiment which we find today in the affluent 
countries. Protectionism is bad economics because 
it ultimately hurts the rich and the poor countries 
alike; it is even worse as politics because nothing 
undermines more whatever confidence the developing 
countries may have today in the good faith of the 
international financial community. 

Redesigning Constitutional Remedies 

All this presupposes a stable and at the same time 
flexible political structure. Most of the countries 
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in Asia have adopted political democracy , of some 
form or other. In offering comments on this ques¬ 
tion, I am naturally predisposed to discussing the 
problems arising from the adoption of the British 
style parliamentary democracy. The adaptation of 
stereotypes of mteropolitan political forms—-be they 
French, British or Dutch—^has led to serious difficul¬ 
ties. Not the least of these is the problem of fusing 
a federal structure on what is essentially a technique 
for unitary government. Again, the forms and 
procedures we have taken over were evolved primarily 
to deal with a law and order state, within the cons¬ 
traints of a concern for liberty and accountability. 
These very concerns conflict with some of the new 
functions taken on by the state apparatus in the 
less developed countries. I venture to submit that 
inefficiency is not inherent in democracy; it is rather 
a characteristic of the particular form we have 
chosen. We may have to redesign our constitutional 
procedures to remedy this. 

Conflict, coalition and consensus are steps in the 
evolution of political development of societies. While 
developed countries progressed through these phases 
at a leisurely pace, we have to pass through them more 
or less concurrently. It is the task of political engi¬ 
neering to enable political organisations to fulfil the 
divergent goals expected of them. One interesting 
aspect of this is the need to create an environment 
in which political parties will attract the best talent 
and enable its growth to leadership. There is need 
to make the political career, at least, as respectable 
and attractive as the whole spectrum of other careers 
thrown up by economic development. The impor¬ 
tance of politics becoming attractive is all the greater 
in societies where political power intervenes in 
economic administration a great deal. This means 
that we should undertake a systematic reconsidera¬ 
tion of the present distribution of power between 
the civil servants and the politicians. One may even 
have to attempt a greater distribution of power 
through political functionaries in the field so that we 
can achieve better feedback, control frustration and 
attract better men to politics. This may look like 
a plea for greater politicalisation of bureaucracy 
when all along I have pleaded for its greater specia¬ 
lisation. These two are only different aspects of the 
same problem. Where the pure generalist handles 
bureaucratic problems in the field, a politician can 
easily substitute for him. The redesign of the politi¬ 
cal system has to keep these two apparently conflict¬ 
ing goals in view. In fact, the scheme of democratic 
decentralisation was attempted in India with this 
end in view. 

{Contbuud on peg* 17) 
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Shiv Sena and 



Bombay*s Civic Elections 
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In a yet unpublished study, “Maharashtra and the 
Congress Party, 1962-67”, the author summed up that 
one of the most important political developments 
fraught with great significance was the emergence of 
the Shiv Sena. “For the first time in elections in 
Maharastra, the Shiv Sena became an important 
factor at least in Greater Bombay. And the leader 
of this group with his widely-read weekly, has already 
begun penetrating the rural areas. His writings have 
had a widespread appeal and its logic will be elccto- 
rally significant. The opposition parties have now 
discovered that they cut little ice on issues like Goa, 
Mysore and the distribution of waters across state 
boundaries. But 'Maharastra for the Maharastrians’ 
will be an electoral cry difficult fo resist. And they 
would certainly be eager to modify these for creating 
an image among the dominant percentage of voters.” 

Expression of Surging Regionausm 

South Indians in general have been alarmed at the 
mushrooming of the Shiv Sena and the sporadic inci¬ 
dents of violence have only deepened their misgivings 
about the cosmopolitan nature of the city. But the 
emergence of the Shiv Sena should be seen in the 
I>erspcctive of the Lachit Sena, the Sardar Sena, the 
Gopala Sena and the other ‘armies.’ Seen in this 
context, this is an expression of a surging regionalism. 
A political scientist has commented that the Shiv 
Sena is the direct descendant of the demand for a 
unilingual Maharastra; for then several were brought 
up to believe that with the emergence of unilingual 
Maharastra, the persistent economic miseries of the 
lower and middle classes will be things of the past. 
The new linguistic dispen$ation failed in making good 
the expected benefits and the Shiv Sena was the 
natural gravitating ground of those who were 
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disappointed. There is, perhaps, a great deal of 
truth in this explanation. 

The emergence of these regional associations and 
bodies may be a necessary but politically unsettling 
step in the enrolling of the people to politics. The 
appeals of these are easily understood and swiftly 
translated into economic terms—easy targets are 
identified which explain the misery of the majority. 
And to the young, politically immature and econom¬ 
ically disfranchised sections, these slogans and appeals 
are especially irresistible. Many might see in the 
emergence of the DMK ministry in Madras, the logi¬ 
cal culmination of such movements. There too, the 
DMK captured several municipalities and towns for 
over a period of ten years before it stormed the capi¬ 
tal itself. But similarities can be exaggerated. We 
must remember that the DMK did have some ideology 
upon which there was a widepread consensus—^an 
anti-Hindi stance. The ground for it had been pre¬ 
pared by the Justice Party which ruled the province 
intermittently and later by the Dravida Kazagham. 
The DMK had at its service distinguished matinee 
idols, glittering writers, script writers for cinemas, 
and politicians highly skilled in the verbal arts. It 
controlled many channels of communication—news¬ 
papers, weeklies, the stage, the cinema, and, of course, 
the platform. It enlisted the eager support of the 
students and there was at least one educational centre, 
the Annamalai University where some respectability 
was thrust upon some of its ideologies by being 
academically blessed. In Maharastra, the leader of the 
movement has but one newspaper ;one is not sure if 
he has control of the other media of communication. 
If the intellectuals of Maharastra are sympathetic to 
the movement they have yet to say so. Assuming 
that several of these fortuitous circumstances do 
favour the Shiv Sena, it would take another decade 
for it to capture the government. In that decade 
will the other parties only ossify? If they do so 
they deserve to be buried. And even if the Shiv 
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Sena did come to power, how fundamentally can it 
change governmental structure? Except for drama¬ 
tics what has the DMK government indulged in 
which an orthodox Congress government could not 
have? And here the record of the Samiti-controll- 
ed Bombay Municipality is instructive. It had one 
full term’s run of the Bombay Municipality. But 
nothing was done by the Samiti to change significantly 
the working of the Corporation. In the next decade 
or so, the parties themselves may not remain statio¬ 
nary. If the elections of 1967 are any evidence, with 
a ‘war’ on the Mysore front on the issue for border 
resettlement, and with the Goa ‘plebiscite’ going 
against Maharastra, none of the opposition parties 
was able to make a dent into the Congress Party. 
If anything, the Congress in fact improved its past 
performance. It is doubtful how effective the slogans 
of the Shiv Sena would be in the rural areas where 
the votes that matter stdl remain. 

An Urban Phenomenon 

This brings us to the other noticable fact about 
the Shiv Sena. It is essentially an urban phenome¬ 
non, capitalizing upon urban discontent. If Cal¬ 
cutta, Poona, Delhi and other cities offer any lesson, 
it is that the dominant Congress party cannot count 
on the loyalty of the urban population to vote for 
it all the time. There is a continuous dislocation 
of economic and social life, too many points generat¬ 
ing discontent, and a number of critics who are ready 
to comment on the failings of the dominant party. 
And in urban areas where things change fast, there is 
a general discontent with anything stationary. De¬ 
mands are made upon the government, and they must 
be met at least verbally. Newspapers, interest groups 
and other interested parties continually generate politi¬ 
cal heat. In such contexts, it is only logical that an 
opposition party should caphalize on its chances, 
and try its strength. For the dissident parties will 
have to originate from somewhere and urban centres 
offer better opportunities for them than do rural 
areas. 

But even in cities and towns there will be diff¬ 
erences. It is very doubtful if in all urban areas the 
same formula will work. What may click in Bombay 
may not just do in Nagpur or in Aurangabad or in 
Jalna. If the Shiv Sena should win in these places 
elections it will have to keep on continually innovat¬ 
ing; new tactics and new slogans will have to be found. 
Here both the DMK and the Akali Dal were excep¬ 
tionally lucky, that in a single appeal or an ideology 
did have an acceptance over a widespread area. It 


is very doubtful if this could be repeated in other 
places. And once again the lack of any ideological 
content itself might ultimately be the undoing of the 
Shiv Sena. For a short period it may pay dividends 
to concentrate one’s fire on one community. But 
this may not be successful in all the places. The prog¬ 
ramme that a party offers should have sufficient matter 
in it—and here it must be accepted that except for 
the Jana Sangh and the Swatantra, the other parties 
offer little by way of variations to the Congress ideo¬ 
logy. Lack of variety in its slogans may ultimately, 
be the undoing of the Shiv Sena. 

Whatever the outcome, the emergence of the 
Senas of which the Shiv Sena is just one, indicates the 
imperfect nature of a sense of nationalism in the 
country. The loyalties that do evoke some sense of 
commitment appear to be still narrow ones—a 
language, a community, a region, etc., seem to suffice. 
The process of national integration that takes place 
over centuries have yet to be telescoped in a few 
decades. Barring Nehru and Gandhi one cannot 
think of a recent political leader who would have had 
an all-India appeal. As a political national entity, 
we have still a long distance to travel; the basic cultu¬ 
ral oneness of the country has yet to percolate into 
the political consciousness. 

And till such a time dawns we will have to live 
with these Senas. It would be more realistic to view 
it as unfortunate but logically explicable tendency 
than to condemn it totally. The big problem is, 
therefore, whether these tendencies can be pressed 
into service in a larger national cause. The only 
solution is for the Senas to become adult and they 
must be given an opportunity to grow out of their 
adolescence. All the cry of "Maharastra for 
Maharastrians” or “Assam for the Assamese’’ will 
not solve the problems of administration or raise the 
sagging economy of a State. This has to be dis¬ 
covered by hard experience—and the only way to 
do it is through sharing power. The solution, there¬ 
fore, appears to be democratic opportunities being 
thrown open to them. 

Working Class Strongholds STOiutED 

The great disadvantage of such exercise of oppor¬ 
tunities is that it might upset the calculations of polit¬ 
ical pundits and even of the leaders. After the results 
were announced, the present author was informed 
that in knowledgeable circles, there was an expec¬ 
tation that the Shiv Sena would win about 40 seats 
or more. It is rather unfortunate if such oppor- 
tumties prove disastrous for other parties. The Com- 
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mimist Patties Irarnt, perhaps, to thek chagrin, 
that the workers whom they had carefully educated 
ovei the decades suddenly turned tail and voted for 
chauvinism and linguism. 

Tliis was the greatest setback that the Samiti 
had received in Bombay, for it was trounced in its 
very heartland—the central Bombay constituencies 
which had traditionally voted for the Communist 
candidates with rather i^ictible regularity. Why 
did they do so? The answer is to be found in a 
convenient phrase—the tendency for ‘working class 
authoritarianism*, which is to found all over the 
world. Several orthodox Marxists discovered during 
the first World War, that working classes of one 
country fought those of another and they were indeed 
shocked—for they were lead to believe that the work¬ 
ing classes had no national loyalties but only 
proletarian loyalties. 

Working classes generally do not have the ben¬ 
efits of higher education and the lack of opportunities 
to come into close contact with other sections of the 
population makes them generally interpret politics 
in absolute terms of white, black good or evil. The 
shades of grey, the complexities of a situation merely 
baffle them. They generally tend to be extremely 
leftist on economic issues but on politics they tend to 
be insular. Let us remember that the strongest 
support to the White Australia Policy is from the 
working classes of that country. In the 1890’s in 
the U.S. it was this class that was r^ponsible for 
preventing the immigration of the Japanese and 
Chinese into the U.S., In the U.S.. the working classes 
are least tolerant of deviations and of other alien 
communities. We know that racial bitterness in 


Britain is most to be seen in the working class areas. 
Having often no skills to read extensively and hence 
incapable of i»rticipating in organizations, they 
generally tend to be less well informed of the complexi¬ 
ties of any social situation. And when we add to 
this the extreme economic insecurity that jnevails 
among the working class regarding their employment 
prospects, it is only understandable that they should 
have fallen to the siren sounds of the Shiv Sena. 

Failure of the Left 

Earlier, the great attraction of the CPI to these 
workers was its militant ideology, its readymade 
solutions to their miseries and its attractive slogans. 
The Congress could never present any as attractive. 
But even the leftist parties could offer nothing com¬ 
pared to the fire and brimstone of the Shiv Sena. 
This, along with the appeal of regionalism, more than 
anything explains the landslide victory to the Shiv 
Sena and the defection of the working classes to 
this new party. 

In talking of the Shiv Sena and of its future, one 
can make the capital error of presuming that the 
other parties will just remain and watch this grow. 
It is quite likely that the Samiti may recapture its 
dominance by carefully manipulating its tactics. In 
the past, it had yoked its star to chauvinistic appeals. 
There is no reason why it should remain aloof now. 
For, after all in politics, with elections to win, all 
is fair. The Shiv Sena might be hosited on its own 
petard. The PSP could form an alliance with it—in 
the next five years, it might be smothered by the 
calculated embrace of the Samiti. 


ECONOMIC GROWTH IN UNDERDEVELOPED 
COUNTRIES 

( from page 14 ) 

In essence the problem of the underdeveloped 
countries is one of economic growth and progress in 
these underdeveloped regions and the magnitude of 
the proble o is indeed stupendous and staggering. 
What is needed is to bring about social changes which 
create the prerequisites for growth and to create 
state and political institutions suitable for accomp¬ 
lishing so<^ changes. The developed countries of 
today had time in their favour. They were able to 


absorb the new knowledge and technology gradually 
over a prolonged period and to withstand the shocks 
of change. But underdeveloped countries in the 
context of growing aspirations have to achieve the 
growth and progress within aand short period 
It is a complex and difficult problem—varying 
from country to country and from community to 
community. The change has to come from within. 
The benefactors should realise, however good their 
motives might be, that they cannot prescribe on the 
basis of their own experiences the rules and methods 
of growth and development in societies struggling 
for progress. 


17 


May 15, 1968 . 




EXTRA TRACTION FOR EXTRA TOUGH JOBS ^rdj . 

4*Wheel Drive give* twice the traction—twice the grip—pulls through /p I 

territory that would hopelessly stall ordinary vehicles—with the flick of a l——— | 

lever converts into a conventional 2-Wheel drive vehicle—turns In an area . 

just 1i times its own length. \^/ 

ECONOMY handling ease, manoeuvrability and trouble-free operation 
are outstanding FC-150 characteristics. 

UNUSUAL performance is, of course, built into its 4 Cylinder high torque g 

75 8HP "Hurricane"—the engine with unmatched stamina. | usE GENUINE PARTS 

SAFETY Is built Into the totally enclosed all-steel cab standard on all | luorz-rm 

FC-t50 trucks. The Cab features electrically operated dual windshield wiper | rACToar inspected 
-WINDING safety glass windows on Cab-doors—COMFORTABLE seats | yACTOAV appsoved 
for driver and co-passenger. I 

PANORAMIC Windshield lets you see the road as close as six feet 
away from the bumper. 

MOIV AVAILABLE WITH Tftt M^h Wtr Tm » Mod 4 Soom * «Ni*y Dutg Springt * P«lory BuUt All SImI PM-ufi Boi 

n Manufactured by 

Mr MAHINDRA AND MAHINDRA LIMITED 

S V BOMBAY 



S r BOMBAY 


Audiorfied Dealen # S 

AUTOMOTIVF MANUFACTURERS PVT. LTD.. Secunderabad • BHOPAL MOTmS PVT. LTD,. Bhowt* C^A MOTOT8 W. tTO, 
Ahmedabad • CENTRAL AUTOMOBILES. Raipur • DADAJEE OHACKJEEA CO. PVX LTD.. Bombay • OARAPATl GARAGE, 
Vijayawada e GtlATAOE A PATIL. Koltiapur • HIRAKUD MOTORS. Sambatpur • INDIA OARAOt, 

Madrase JADWET TRADING CO., Andaman A Nicobar Islands • JAMMU A KASHMIR MOTOR O 
KAILASH MOTORS. Aurangabad • LAWLY SEN A CO- Patna • METRO MOTORS (f^ATHIAW^) PVT^ 

AUTOMOBILES. Lucknow • NARBHERAM A CO. Pvf. LTD.. Jamshedpur (Siogtibtium) • PATNAIK A_CO. PVT^ J.TD.J Omart f 
BROVINCIAL AUTOMOBILE CO., Nagpur • SANGHI BROS (INDORE) PVT. LTD- Indore C^ly OSAN^I MOTOR^ 

SILVER JUBILEE MOTORS PVT. LTD.. Poona • TENZING A TENZING, Sikkim e T.V. SUNDI^ l> M|^R;A TONS W. li|D.. 
Madurai. Branchrt at: Coimbaiore, Pudukkotai, ^kme TirudiirauaHi. Tirunalveti and THvai^nim • TRANSTORtATTON Wv s 

Nepal • UNITED MOTORS OF RAJASTHAN. Jaipur • VISHNOO V. KAMAI TABCAIL PaiviiwOon • WALPORD TRAMttONT LTD, 
Cafau^ Bnicliai ai: SiliewLDibni^^ OaeliaiLtiipwsaBd MatJMM 






18 


AICC Economic Review 







Evolving Democracy in Indian Education 

Ranjit Bajwa 


India is the largest existing democracy in the world 
where elections are held in a democratic way, and 
where democratic principles are followed in choos* 
ing the government. Even local governments are, 
all over the country, elected by the vote of those 
residing in the local area. But we should remined 
ourselves that such elections are only one facet of 
democracy. We can call it, if we wish, political de¬ 
mocracy. 

An Authoritarian System of Education 

One who is committed to democratic principles 
gets worried when he finds authoritarian attitudes 
prevalent iif other areas of government, especially 
educational institutions. In India, most of the com¬ 
munication in the educational system takes place in 
a very unilateral manner. This is unfortunately 
true in the cases of both administration and class¬ 
room situations. Orders which affect the lives of 
many are issued by one man at the top and then are 
passed down through proper channels, through the 
unilateral chain of command. In a democracy, 
each man is as important an individual as the man 
at the top; yet in India the little man below is seldom 
in practice consulted or involved in any decision 
making process. The bilateral nature of intelligent, 
democratic communication^ is violated. Such a 
situation is one-way communication, which simply 
means little or no communication, and hence, a poor 
quality of education. 

Teachers are not consulted by the administration, 
and students are not involved by the teachers in de¬ 
cisions which affect dieir lives. Almost always the 
goals for the students are determined by the teachers. 
The basic principle of democracy to have respect 
for other individuals’ wishes is violated. It may be 
said as a kind of universal that the goals of educa- 


cation arc traditional, and the means to those goals 
are traidtional also; and that the individual in a 
given culture may have to accept tradition. This 
is a rationalization which evades moral responsibi¬ 
lity for making value decisions. In our view, this 
responsibility for shaping one’s ends is never avoid¬ 
able, regardless of the mass of empirical evidence of 
how cultures and situations do have empirically and 
statistically, overwhelming determinative power. 

Every individual is unique, and has a contribution 
to make to the common good, and has a responsi¬ 
bility to do his part. These considerations are not 
given proper and due weight in the determination of 
education practice in an authoritarian system such 
as India’s. Under authoritarian education, people 
cannot establish common goals, and consequently, 
cannot achieve effective communication. It is a 
condition as well as a theory that we must be concern¬ 
ed with. 

In Kelley’s words: 

The most effective communication occurs when 
people do things together towards the achieve¬ 
ment of a commonly accepted goal. It is then 
that we come to know each other so well that, 
while we still make subjective interpretations, we 
can say that we achieve a considerable degree of 
communion. Mutual enterprise toward com¬ 
monly held goals, then, is not just a recommended, 
pleasant frill. It is the means by which the social 
demands of the organism may be met.^ 

Problem of Communication 

In addition to the specific problem of two-way 
communication in the educational field, India is faced 
by a problem of general communication, i.e., its 
many languages. Disregarding dialects, there are 


$hri Ranjit Bajwa is Associate Professor of Bducation, 1. Earl C. Kell^ and Marie I. lUsey, Education and the 
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Removing the Barriers 


fifteen full-fledged languagees in India. When 
language is the most common and important method 
of communication that we have, the presence of 
fifteen languages in a single country makes it very 
difficult for people to communicate. At present, 
the only official language which can be used to com¬ 
municate all over the country is English. Even with 
English, only about 15 to 20 per cent of the popu¬ 
lation can understand one another. Though India 
has adopted Hindi as her national language, many 
people do hot know how to read and write it. The 
writer holds that steps should be taken to teach the 
national language to all the people of India in addi¬ 
tion to their respective mother tongues. Thus, all 
Indians would be at least bilingual—shaving a native 
language and a learned, supranational language in, 
full proficiency. 

The writef would strongly advise also that the 
English language be given equal status along with 
the national language, Hindi, and should be taught 
with equal emphasis in the curriculum. This is be¬ 
cause de facto the tradition of education, especially 
higher education has been mostly in English. 

Besides language, there are many other barriers 
which make the process of communication inadequate 
and difficult among the Indian people. India is a 
vast country, about one-half as large as the United 
States of America where people, 

...speak distinctive languages, eat different foods, 
dress differently, and bear little or no physical 
resemblance to the classic Aryan type represented 
by Nehru. A distinguished Indian thinker, now 
dead, once wrote that India is not so much a na¬ 
tion as a congregation of nations differing as 
much from one another as the nations of Europe.* 

One can imagine, therefore, the difficulty Indians 
face in communicating their views to one another. 
This difficulty, present even in one’s familiar surround¬ 
ings, is especially apparent when one attempts to 
talk with persons from other parts of the country. 
Even at the level of central government there is a 
definite problem in communication. India’s prob¬ 
lem is far greater than the general problem realized 
by Roelhlisberger when he said, “In thinking about 
the many barriers to personal commimication, partic¬ 
ularly those that are due to differences of background, 
experiences, and motivation, it seems to me extra¬ 
ordinary that any two persons can ever understand 
each offier.’’* 

; . 2. New York Times , October 4, 1959, Section 6. 

3. Carl R. Rogers and FJ, Roethlisbwger, “Barriers and 
Oatevrays to Communication" Harvard Busiaess Review , Vol. 
30, Nb. 4, p. SO. 
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Taking all these factors into consideration, the 
job of an administrator in a country like India, be¬ 
comes far more difficult than in the U.S. He needs 
to be extraordinarily careful in order to avoid mis¬ 
understandings of one kind or another. He must, 
according to Griffiths, be alert to the notion that the 
way in which “...he talks, writes, and listens is of 
great importance to his success in human relations 
and administration.’’* Kelley states that: 

If communication is to be effective, the first thing 
we must do is to reduce the barriers between 
teacher and learner, and between learner and 
earner. If we could see these barriers as we can 
see barbedwire fences we would immediately 
understand that they are preventing movement 
and we would tear them away.* 

A problem needs to be recognized before it can 
be solved. The next step in solving a problem is to 
find out what its causes are. The barriers Kelley 
mentions are both of a physical and a cultural nature. 
Reducing or eliminating the cultural barriers is 
extremely difficult. Hence, special consideration is 
needed to devise means that meet the level of cultur¬ 
al difficulties represented. 

Many teachers attempt to keep themselves aloof 
from the students in the belief that this maintains 
their status. Some subscribe to the point of view 
that teachers keep themselves aloof because they 
want to build defenses against their own weaknesses. 
Unfortunately, teachers in this way only succeed in 
making the students believe that they do not have 
the students’ best interests at heart. Under these 
circumstances, very often students mistrust their 
teachers. 

Another of the major reasons for such mistrust 
can be traced back to examination systems. Many 
teachers seem to make a special effort to test the 
students in what they do not know, rather than 
testing them in what they do know; or they may 
. structure the questions in such a confusing way 
that the student misunderstands them. Any action 
of the teachers which is aimed at increasing their 
status by lowering the status of students through 
making them appear to be dolts, in turn increases 
barriers for communication, and consequently proves 
to be fatal for the process of learning. 

Teachers also build op barriers by not confining 

4. Daniel E. Qriffitbs, Human JMailoHS in SHtool MnMs - 
Iratim . New York, Appleton-Centuiy-Croflta Inc., 1956, 
p. 87. 

5. Kelley and Ru«y, cp. cit., p, 83. 
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their language to a level which the students can un¬ 
derstand. True, teachers cannot be expected to 
use exactly the same language as students do, but 
in order to achieve effective communication, they 
should make an auempt to use the vocabulary and 
idiom of the students, with the purpose of building 
more sophistication in the communication skills 
of the students. The antithesis of the role of 
barriers, which could be called the roles of facili¬ 
tators or catalyzers would be the democratic goal. 
We can thus see in principle and practice the reverse 
of many things in the Indian authoritarian teaching 
what we would ideally like to see in democratic 
principle and practice. 

The problem of communicating meaning is to get 
two individuals to agree on the meaning of cer¬ 
tain symbols. No word or gesture is likely to 
mean precisely the same thing to any two indi¬ 
viduals; but the closer they can come to using 
similar meaning, the more effective the communi¬ 
cation will be.® 

Vavra gives the list of following barriers to 
commueniation: 

1. Misunderstood words. 

2. The personal-emotional needs of the speaker 
and listener. 

3. Forming judgements of others’ statements 
because of our point of view. 

4. Inability to listen understandingly to another 
person. 

5. Lack of feedback. 

6. Status relationship.^ 

These six statements are a rather precise summary 
of the writer’s previous discussion of barriers to 
communication, and emphasizes in a simple, precise, 
way, the important problems which must be over¬ 
come if effective communication and consequent 
understanding is ever to take place among people. 

CONCl^SION 

In conclusion it can be said that commimication 

6. National Education Association of the United States, 
Mass Commuitlcatlon and Education, 19S8, Ch. Ill, p. 48. 

7. Catherine Vavra, “Barriers to Communication, “ The 
Journal of School Health, Jan., t957, pp. S8-60. 


models can be viewed as the theoretical side of tlie 
problem, and through their study, one can gain better 
insight into the ways and means of efficient commu¬ 
nication, iuid the consequent increase in learning. 
The barriers to communication mentioned in Indian 
teaching, and summarized by Vavra in this paper 
can be seen as the practical, more immediate, side of 
the problem. Such barriers can be, perhaps, more 
easily identified and dealt with. They are the 
obvious aspects of the problem. By combining the 
theoretical and the practical aspects, and attacking 
the difficulties systematically with theory-in-practice 
guided by democratic goals, the problems which now 
exist in the area of communication in education and 
school administration can be better understood and 
ultimately solved. The combined efforts of all who 
are concerned with education and its role in this 
shrinking and rapidly changing world are called 
upon. The problems of education in India are their 
concern, but they should be concerned with 
main us and we with them as we move toward the 
greater glory of the unity of communication, 
of mankind in the sphere of symboic 
existence. 

The agency which transmits the know-how of 
symbolling to each human being is education. This 
may take place at mother’s knee, or in great multi¬ 
versities which plumb the secrets of subnucleonic 
particles. In modern industrial societies, the insti¬ 
tution of education has become bigger, formalized, 
specialized, and indispensable as the means of trans¬ 
mitting culture. Now not only are there vast prob¬ 
lems about teaching knowledge as empirical fact; 
knowledge as a means of overcoming human value 
differences is far more difficult to be inculcated— 
though not impossible. 

To continue to grow in the directions we have 
established, the school must continue to be more 
effective in producing growth in knowledge and de¬ 
mocratic communication. To continue to provide 
such growth, a key agency in the setup will be the 
school. It will more and more be that which is 
par excellence able to comprehend the ends of man 
in broadest perspective, and should utilize all the 
existing parts and conditions for the achievement of 
those ends. 
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Consumer Cooperatives as Market Leaders 

Radhky Mohan 


Consumers’ Cooperatives, should they function as 
viable nuclei of our economic democracy, must be 
imbued with vigorous dynamism and a high degree 
of efficiency. Their role as market leaders demands 
that they should act as potential instruments of curbing 
unreasonable profiteering and as efficient and honest 
media of supplying undulterated goods to the con¬ 
sumer. They should persistently endeavour to eliminate 
the middle-man, the hoarder and price-raiser by 
establishing direct contact with the producer and the 
manufacturer. Such Stores, if successfully run, will 
eventually break monopoly control over consumer 
goods and eradicate the possibility of artificially 
created scarcities. In fact, they should zealously 
guard the consumers’ interest. By providing 
commodity information and by stocking quality 
and standardised articles of value at the right place, 
they not only fulfil a real need of the people, but also 
inspire confidence in them. 

The movement’s 50-year long woefully chequered 
history amply demonstrates that policies and prog¬ 
rammes, howsoever well intentioned, unless supple¬ 
mented by effective implementation and people’s 
active participation will not make much headway. 
The experience of consumers’ stores set up druring 
World War I and II, known as “War Babies’’ which 
were exposed to a high rate of mortality for lack of 
vision and want of effective aiid steadfast efforts 
should act as a pointer. 

Consolidation Stage 

No doubt, the movnnent has got over its teething 
troubles and has entered in the stage of consolidation; 
still it needs careful hadnling and active support of 
the people. The Government, in the wake of Chinese 
aggression, and to combat price spiralling, introduced 
a Centrally-sponsored sdieme to accelerate the growth 
of the movement. The scheme, also accepted by the 
States, envisaged an addition of 100 wholesale stores 


and correspondingly about 2,000 retail outlets, either 
primaries or branches. The devaluation in June 1966,, 
acted as another stimulant to the rapid progress of 
the movement. The devaluation which should have 
increased the prices of only imported commodities, 
in fact, spurted the prices of essential commodities 
and thus added to the prevailing inflation in our 
economy. 

The Government, took a number of steps to hold 
the price-line and ease the situation. The stores, in 
the long run, are expected to engender a permanent 
machinery for the distribution of essential commodities 
at fair prices to the common man. Another note¬ 
worthy step taken by the government was to open 
“department stores’’. Targets set for different States 
have been accomplished in terms of the number of 
department stores, wholesale stores and primaries. 

It is too much to expect that a countrywide chain 
of consumers' stores will in itself hold the price-line. 
The factors that govern the prices in an open and free 
market are: (i) the aggregate demand and supply 
position; and (/<) the monetary and fiscal policies of 
the Government. Nevertheless, consumers’ stores at 
a number of places have been instrumental in stablis- 
ing the prices by their splendid performance and have 
also saved the consumer from unethical trade xuractices 
which accompany the conditions of acute scarcity. 
A large number of stores have also shown marginal 
profits. On the other hand some have undergone 
substantial losses too. Besides the Programme 
£valuation Committee, a permanent committee of 
experts should be appointed to look into the working 
of such stores which have suffered considerable losses. 
The Committee’s findings should be widely publicised 
and remedial measures adopted without delay. A 
proper system of supervision and checking should be 
introduced and cases of dishonesty, misappropriation, 
adulteration and other mdpractices should be firmly 
dealt with. The managing commiuees of stores 
guilty of irregularities should be superseded, and 
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acnon lo levy surcnargc on tnose responsible be 
taken. Exemplary punishments and dose super* 
vision of directors will act as effective antidote against 
deflections. The visits of directors should be frequent 
and, if they want to seek any information, they should 
not depend on the staff, but should look into matters 
personally. Security from staff must be insisted in 
all stores. Daily intaking should be banked the same 
or the next day, leaving only the amount that may 
be needed for small payments. The cash should 
be checked frequently. Regular inventories, four 
times a year in main godowns and once in a year for 
retail outlets should be arraged. Accountskeeping 
should be complete and efficient. There should exist 
no arrear of works accounts for more than twenty 
four hours. 

The temptation to entrust the management to a 
trader already in business should be resisted. T)nly 
genuine cooperative stores where the management is 
alive to their rights and obligations should be 
registered. 

The expectation that the establishment of a large 
number of consumers’ stores will aid in holding the 
price-line, has partially materialised. They have, 
undoubtedly, acted as price-stabilisers despite the 
fact that their full potentialities have not been 
exploited. The glaring example is the opening of the 
supermarkets in New Delhi. The supermarkets 
have been successful in preventing rise in prices of 
commodities in adjoining areas and a downward trend 
has been noticed. Generally, the question is posed 
why stores are not making any profit? The answer 
is that consumers’ stores are not supposed to work for 
making profit. The main objective of the consumers’ 
cooperative stores is to create consumer awareness 
and also serve as models of efficient handling of busi¬ 
ness to its clientele. The stores deliberately fix the 
prices below those prevailing in the market; hence 
if they do not make large profits they shouldnot be 
blamed for it. 

Organization Pattern 

The consumer’s cooperatives should not pattern 
themselves in the image of fair price shops. They 
should be models of strong, viable and well-knit 
organisation with a high level of efficiency and 
democratic management. They should be equipped 
with a well diversified range of commodities so as to 
provide ample and adequate choice to the consumers. 
They should evolve a scientific system of delivery of 
commodities to the retail outlets and have effective 
system of stock control. They should maintam high 


standard of quality of service and also aim at self¬ 
financing. For no institution unless it is self-financed 
can run its business with self-confidence. Undoubted¬ 
ly, external financial help is made available to the 
stores under the Guarantee Schemes. Still, their 
present financial position is far from satisfactory. 

Without going into the controversy of their struc¬ 
tural pattern, it may be suggested that the policy 
adopted should be in keeping with the circumstances 
in every state and should balance the application of 
cooperative principle on the one hand and economies 
of large-scale organisation on the other. The famous 
Ashley Report advocates a unitary pattern as against 
the federal one, on the plea that the former provides 
a well-knit organisation but the policy followed by 
different States seems to allow a mixed-pattern. 
Whatever be the structural pattern, there is no denying 
the fact that business in the modern world involves 
bulk purchasing, storing, bulk breaking and prompt 
delivery of supplies to the network of primaries. This 
necessitates functional combination. Doubtless, 
functional combination facilitates large-scale opera¬ 
tions and this is possible only in the branch pattern. 
At the same time, if the federal pattern is adopted in 
such manner that the functions of bulk purchasing 
and warehousing are voluntarily arranged in a busi¬ 
ness like manner by a federal agency, the advantages 
of a branch pattern can also be retained even in the 
federal pattern. In other words, the merits of the 
organisation largely depend on management techni¬ 
ques. Punjab has introduced branch pattern almost 
universally, while in all other States the federal pattern 
predominates. Our chief objective should be that 
even where federal organisation is adopted, the 
central functions should be integrated in such a way 
that the whole organisation functions in an efficient 
manner. 

For operational efficiency it is necessary that in 
the consumer business a healthy relationship should 
exist between the Board of Directors and the manager. 
The Directors should lay down the principles of general 
policy and the implementation aspect and necessary 
decision-making should be left to the manager. 
The manager must have the calibre and resilience to 
carry on the business. 

Training 

The success of Consumers’ Cooperatives will idso 
depend on the effidency and business acumen of the 
st^. They will have to imbibe and bring to their work 
the spirit of service. Lack of progress of Consumers 
Cooperatives in the past was due to the selection 
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India s Economic Relations with Ethiopia 

Harjinder Singh 


Recently, the idea of economic relations both in 
respect of troad and economic cooperation through 
joint ventures among developing countries has started 
receiving serious attention. From their past ex¬ 
perience these countries have now realised that further 
dependence on advanced countries for their trade 
transactions would be a source of economic weakness. 
Their relative share in international trade has already 
shown a downward trend because of the difficulty 
of finding markets in advanced countries both for their 
primary products and manufactured goods. Further, 
the net outflow of capital resources from advanced to 
the developing countries has also declined substan¬ 
tially. The developed countries have not shown 
any sensitive awareness of the responsibility they owe 
to the developing countries as was evinced by the 
recent deliberation of the second UNCTAD. Since 
trade and development problems of developing coun¬ 
tries are broadly similar, it has now become necessary 
for them to make some efforts to broaden their terri¬ 
torial range of trade and promote industrial coopera¬ 
tion among themselves. The Expert Committee on 
“Trade Expansion and Economic Cooperation among 
the Developing Countries”, appointed by the Secre¬ 
tary-General of the UNCTAD, has also underlined 
the urgent need for some well-organised efforts by 
these countries for trade expansion and economic 
cooperation among themselves. 

Ecx>nomic Structure 

For a study of India's present economic relations 
with Ethiopia, it is essential to refer in brief to the 
the structure of Ethiopian economy. She is primarily 
an agricultural country and more than 60 per cent of 
the national income comes from this sector. The 
fact the nearly 90 per cent of the countiy’s population 
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derive their subsistence and employment from this 
sector, further proves its outstanding position. The 
main products of the agricultural sector are coffee, 
cereals (viz. wheat, maize, barley,) oilseeds, sugarcane, 
vegetables, etc. Even in the field of manufacturing, 
most of the plants arc confined to the processing of the 
primary products like coffee, oilseeds and grain. 
The share of the industrial sector in the gross domestic 
product is about 3 percent. Cottage industries also 
occupy an important place in the economy. 

However, the economy of the country is under¬ 
going a rapid change towards industrialisation. The 
existing industries in textiles, cement, edible oils, sugar, 
processed food, meat canning etc. arc at various stages 
of development and new industries are being set up. 
Local jute production is rising at a fast rate and the 
production of tobacco manufacturing units have 
stepped up considerably. Further expansion in the 
industrial sector is expected under the 20-Ycar Develop¬ 
ment Plan which will transform the Ethiopian agri¬ 
cultural economy aninto an agro-industrial one. The 
total investment envisaged for the entire 20 year period is 
U.S. $ 5,073 mini on, of which U.S. .f 678.4 million were 
allocated to the Second Plan. Manufacturing industry 
has been provided with 18.8 percent of the total allo¬ 
cation. The important industries in which production 
is expected to rise are cotton textiles, cement, paper, 
steel and metals, petroleum and petroleum production. 
By the end of the Second Plan, it is hoped the economy 
would move towards self-sufficiency in many fields. 

Trade Pattern 

On account of economic planning and industria¬ 
lisation, the pattern of foreign trade has also under¬ 
gone considerable changes. The inincipai items of 
imports now consist of cotton piecegoods, building 
materials, machinery and tools, engineering goods, fuel 
oils and other various manufaetured consumer goods. 
Import of transport and other various types of machi- 
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nery equipment has acquired prominence. The share 
of these items constitutes about SO per cent of total 
Ethiopian imports. Industrial machinery, agricul¬ 
tural and electrical machinery are some items whose 
imports have recorded an upward trend. In contrast, 
the import of textiles of various kinds has gone down 
although it may still offer a good market for silk 
and synthetic fibres. The import of manufactured 
goods which constitute about 20 per cent of total 
Ethiopian imports, is also falling. 

Although Ethiopian exports have expanded sub¬ 
stantially during this period, the structure and pattern 
of exports have remained constant. Agricultural 
exports still dominate foreign trade. The principal 
exports consist of coffee, hides and skins, cereals and 
pulses, oilseeds, fruits and vegetables, fish and meat. 
The economy still depends heavily upon the export 
of coffee which accounts on an average for over 50 
per cent of the total Ethiopian exports. 

Ethiopia’s two-way trade is primarily oriented 
toward the United States and Italy. U.S.A. is an im¬ 
portant customer of Ethiopian coffee absorbing about 
70 per cent of total Ethiopian exports. She is also 
importing some quantities of hides and skins. In 
1965-66, total imports of U.S.A. from Ethiopia amoun¬ 
ted to Eth. $ 157.1 million. Italy is the next important 
customer of Ethiopia, importing coffee, hides and skins 
and oilseeds. Her total imports form Ethiopia 
amounted to Eth. f 18.6 million in 1965-66. Since 
Japan’s consumption of coffee and oilseeds is expand¬ 
ing rapidly, it is quite possible that that country might 
become an important buyer of these commodities. 
As regards Ethopian imports, the major suppliers to 
Ethiopia are Italy and Japan and they account for 19 
and 15 per cent repsectively for Ethiopian’s total 
imports. Other important suppliers to Ethiopia are 
the U.S.A., West Germany, and U.K. India has 
maintained only the ninth position amongst the 
various suppliers to Ethiopia. 

India’s Trade with Ethiopia 

An analysis of India’s trade with Ethiopia during 
the last few years clearly indicates a rapid declining 
trend both in her exports and imports. Exports have 
gone down from Rs. 241 lakhs in 1960-61 to Rs. 117 
lakhs in 1965-66, and imports from Rs. 3 lakhs to Rs. 
0.4 lakhs during the same period. The main items of 
India’s exports are cotton textiles, jute goods, tea, 
sugar and various other manufactured products. 
Though most of these items have shown a downward 
trend, the decrease has been rapid in relation to cotton 
piecegoods (Sec Table 2) which are India’s major ex- 
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ports to Ethio]^. The fall in export of cotton textiles 
is due to increased competition from Japan and Hong 
Kong. Japan dominates Ethiopian markets due to 
her new designs of cloth at cheaper rates. Besides, 
the production of cotton textiles is also expan ding in 
Ethiopia, due to the establishment of textile mills. 
The Ethiopian Government has also now revised 
upwards tte import tariff on cotton textiles with 
effect from May 31, 1966 to discourage the import of 
such items. Export of other traditional products have 
also been adversely affected. For example, Ceylon is 
India’s biggest competitor in tea accounting for about 
85 per cent of total Ethiopian imports of that com¬ 
modity in 1965-66. In sugar, India’s competitors 
arc West Germany, Belgium and Madagascar. So 
on the basis of the past trend one can caily i»edict 
that India’s exports of traditional items to Ethiopia 
are likely to shrink in the coming years. 


Tabus 1 

IKDO-ETHIOPIAN TRADE 
(Bit. in lakhs) 


Year 

Imports from 
Ethiopia 

Exports to 
Ethiopia 

Balance of 
Trade 

1960-61 

3 

241 

-1-238 

1961-62 

5 

277 

+272 

1962-63 

1 

199 

+ 198 

1963-64 

Ncgl. 

170 

+ 170 

1964-65 

Negl. 

142 

+ 142 

1965- 66 

1966- 67 

Ncgl. 

117 

+ 117 

(June to Feb.) 

1 

100 

+ 99 


The continued indifference on the part of India to 
buy Ethiopian goods is an important cause of the 
declining tendency of her exports to that country. 
Imports from Ethiopia are not only declining but also 
negligible. This might explain the reason as to why 
India’s trade with Ethiopia is called onesided. As 
India is producing almost all the commodities which 
Ethiopia is exporting at present, it is quite possible 
to assume that under the present pattern of trade, 
its imports from Ethioi»a may also fall furter in 
coming years. 

Two-way Trade 

It would be a folly to believe that any country 
would like to buy continuously from India when she 
is not prepared to buy anything from that country. 
Ethiopia, like India is also in need of foreign exchan^ 
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for her difiinrent development programmes. She is also 
looking forward for assured and expanding markets 
for her products. Under these circumstances, the 
long-term trade relations between the two countries 
can only be developed when there is expansion of two- 
way trade between them. If India has to sell more 
to Ethiopia, she should be prepared to enlarge her 
imports from that country. India’s industrial acti¬ 
vities are increasing rapidly these days and she should 
investigate the possibilities for increasing her import 
of raw materials and other products. Ethiopia is 
rich in mineral resources and large deposits of gold, 
sulphur and salt exist in that country. India can 
consider the possibility of importing these items both 
for internal and re-export purposes. India can also 
import hides and skins, the demand for which is ex¬ 
pected to increase in the coming years. Efforts should 
also be made to meet her requirements for food prod¬ 
ucts from Ethiopia. This will in turn be a good step 
forward strengthening and fostering two-way trade 
between them on a more stable basis. 

In view of the limited scope for increasing her ex¬ 
ports of the traditional items, attempts should be made 
to explore the possibility of exporting non-traditional 
items as well. Some of the non-traditional items with 
bright potentialities are engineering and capital goods. 
The main items of engineering goods include electric 
fans, bicycles, automobile plants, umbrella, razor 
blades, utcnwls etc. Table 2 shows that exports in 
respect of safety razor and blades and joss-sticks 
have shown an appreciable gain. The export of um¬ 
brellas shows an encouraging position. India can 
also explore the possibilities of increasing her 
exports of iron and steel, rail track, construction 
materials, etc. The demand of these items is expected 
to rise due to Ethiopia’s development programmes. 
So there is every possibility for increasing the trade 
between these two countries to the mutual advantage 
of both. 

Joint Ventures 

In the past, one could think of economic relations 
between developing countries only on the basis of trade 
with one anoAer. Since most of the exportable 
commodities of the developing countries are common, 
trade between them is somewhat limited now. Joint 
ventures now open up a new and rich field for the 
expansion of their economic relations. By this ap¬ 
proach, developing countries can work jointly 
towards their common goal of economic development. 
For such collaboration, the participating countries 
combine their resources i.e. caffital, machinery and 

May 25, 1968 



Tea 

Cotton yarn and 

395 

226 

148 

155 

140 

thread 

2,259 

1,873 

1,302 

1,302 

1,186 

Sugar 

Fibres and spun 

63 

399 

5 

6 

8 

glass 

452 

811 

1,965 

1,341 

1,604 

Spices 

372 

531 

437 

531 

534 

Hessian Cloth 

691 

585 

610 

448 

460 

Jute Sacking bags 

1,921 

1,943 

1,892 

588 

562 

Umbrellas 
Agarbattis (joss- 

761 

414 

1,180 

1,177 

1,256 

sticks) 

Safety razor and 

255 

469 

361 

603 

423 

blades 

121 

165 

94 

124 

855 


equipment, managerial skills, etc. for the establish¬ 
ment of new enterprises or for the expansion of exist¬ 
ing ones. In this way the participating countries can 
find markets for export of capital goods, machinery, 
building materials, etc. and the recipient countries can 
obtain necessary capital and equipment for their 
development prorammes. So joint venturesare of 
considerable significance not only in expanding trade 
but also in fostering increased economic cooperation. 

Investment Climate in Ethiopia 

The extent of foreign capital flowing in any country 
for joint ventures depends upon the ‘investment 
climate’. Apart from political stability, other favour¬ 
able conditions required by investors are the availa- 
ability of raw materials and national industrial and in¬ 
vestment policies. It is heartening to note that the 
Indian Industrialists Goodwill Mission found the 
investment climate congenial in Ethiopia. The 
British Trade Mission which visited Ethiopia in 1965 
also mentioned in its Report about the exisiting 
favourable conditions for investment. The fifth 
paragraph of their conclusion and recommendations 
runs as rollows: 

“Foreign capital is in demand all over the world, 
but prospects are frequently unattractive. Political 
stability in Ethiopia and improbability of any 
change in the favourable conditions for invest¬ 
ment make it a better prospect. There is no objec¬ 
tion to foreign control of individual projects and 
no limit to the proportion of foreign capital 
invested therein.” 
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Besides, political stability, the Ethiopian Govern* 
ment also offers a number of facilities to industrialists 
investing their capital for the development of manu¬ 
facturing industries except trasport, communication 
and hydro-electric power where the Government 
assumes the sole responsibility. The important 
facilities provided by the Ethiopian Government re¬ 
late to custom free import of industrial machinery and 
equipment; provision of getting foreign exchange for 
foreigners to remit some portion of their earnings 
outside Ethiopia; provision to buy and own land 
and facilities for long-term credit from the Develop¬ 
ment Bank of Ethiopia. The new industrial Decree 
provides more efficient machinery for inegotiation and 
implementation of agreements. A i)ermancnt 
Investment Committee has been set up to look into the 
investment possibilities and facilities. The Decree 
reinforces the favourable terms to investors and exem¬ 
pts from the payment of income tax for a period of 
three years an enterpirse, whether newly established 
or presently existing, which has invested in Ethiopia 
not less than Eth. $ 400,000 As a further incentive, 
agricultural and industrial machines, implements, 
etc. may be imported for agricultural or industrial 
enterprises free from custom duties, the municipal 
taxes and all other duties levied on imports provided 
that similar goods are not produced in Ethiopia. 

Channels for Invesiment 

Over and above these facilities provided by the 
Ethiopian Government to the investors, there also 
exist various productive channels for investment. It 
is, of course, difficult tomention in detail these various 
fields, but some of them can be classihed as under: 
Manufacturing of consumer goods, fruit processing, 
meat processing, iron and steel industry, cotton, 
tea and tobacco plantations and allied industries. 

Realising that it is the policy of the Imperial Ethio¬ 
pian Government to manufacture at home some of 
the goods which are being imported, Indian industria¬ 
lists have made significant strides in this direction by 
establishing plants in Ethiopia. One of the largest 
textile mills in Ethiopia—Indo-Ethiopian Textile Mill— 
was the first Indian venture to be started on African 
soil. It was established in 1958 under the manage¬ 
ment of an Indian company. At present out of 23 
plants in different African countries, 6 are sanctioned 
for Ethiopia. Other important plants are Razor 
Blade Factory, Soap Factory, Wollen Textile Mill, 
Plastic Processing Plant, and Clock Assembling Plant. 

There are also good investment opportunities for 
Indian investors in the agricultural fields. Ethiopia’s 
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topographical situation, favourable climate, fertile 
soil and equitable rainfall are some of favourable 
conditions ccmducive to agrciultural production. 
As already mentioned, coffee is the most important 
agricultural crop in Ethiopia. But a large part of this 
crop is stilt harvested from the so-called forests and 
coffee grown on plantations accounts for less than a 
quarter of the total production. It is now estimated 
that coffee plants grown on plantations can yield 
double the quantity than wild coffee. Investment 
int his field of coffee plantations can yield 
substantial profits. Moreover, the total consumption 
of instant coffee in the world has also registered a 
substantial rise during the past few years; with the 
result that a sizable percentage of world coffee is being 
processed into instant coffee. This also establishes 
a case for producing instant coffee in Ethiopia and 
thereby opening up a new field for investment. 

The determination of the Ethiopian Government 
to make Ethiopia self-sufficient in cotton production 
also opens up another field for investment. Pilot 
projects for the production of more cotton have al¬ 
ready been started in Ethiopia. But like coffee, it is 
also grown in forests though it is cultivated through- 
• out the country. If proper steps are taken and it is 
grown on a plantation basis, cotton could be made one 
of the most important cash crops and it could favour¬ 
ably compare with coffee in respect of farm income. 
Cotton in this case will be second and indeed an ideal 
field for investment. Tea plantation is yet another 
field which can be quite attractive to potential 
investors. The consumption of this item has shown 
a remarkably upward trend during the past few years. 
As cheap labour is available in the country, this crop 
offers good scope for expansion. Similarly, planta¬ 
tions of tobacco and banana also offer sufficient scope 
for the investors. So it is possible that any Indian 
investment in the agricultural sector would be quite 
lucrative. 

Conclusion 

It would be clear from the above analysis that the 
possibilities of increasing India’s economic relations 
with Ethiopia are vast. But any serious ^ort to 
to expand such relations should begin at home rather 
than abroad. India must enlarge her imports from 
Ethiopia if she has to sell more to that country. 
Further exports of non-tniditional items must gradud- 
ly replace the traditional ones according to the needs 
of Ethiopian economy. The prospects of these items 
appear to be bright i^vided quality, price and d^iv^ 
{Continued on page 34) 
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Future of Forest-based Industries in India 


L.C. Sharma 


Forest industries present many special features. 
They furnish a very wide range of products, both 
consumption goods and intermediate products re¬ 
quired by many sectors of the economy. The indus¬ 
tries vary widely in their raw material and other 
factor requirements. In most of them alternative 
technologies can be successfully employed. The 
basis of these industries consists of renewable 
resources which are intimately connected with 
agriculture. 

The fact which distinguishes India from the rest 
of the world is that a substantial part of the supply 
of its consuniafile energy comes from unrecorded 
sources i.e., 40 per cent of the entire energy consum¬ 
ed in the cqjintry. As against the consumption of 
II million cubic metres of industrial wood, i.e., tim¬ 
ber, round wood, pulp-wood and matchwood, the 
consumption of fuelwood stands at 126 cubic metres. 

Planning in the forestry sector is a complex pro¬ 
cess. The forests do yield not only products of in¬ 
dustrial importance like cellulosic raw materials for 
paper, newsprint and plywood, gums and resins, 
but they have also to satisfy certain basic needs of 
the local population such as small timber for cons¬ 
truction of their houses and manufacture of agri¬ 
cultural implements, fuel for their hearths and grass 
for their cattle. 

India consumes about 0.^ cubic metre of indus¬ 
trial wood per capita as against 0.11 cubic metre 
for the Asia Pacific Region, 0.62 cubic metre for 
the U.K. and 1.8 cubic metres for the U.S.A. The 
consumption of round wood, both recorded and 
unrecorded including sleeper-making, is estimat¬ 
ed at four and a half miUton tonnes a year in 
India. This quantity includes wood subjected 
to hand-sawing and machine sawing. According 
to rough estimates nearly 0.6S million tonnes of 

Dr. L. C. Sharma, is Reiearcb Officer, Perspective 
Plaaoiog Oivisbn. PlaOnioR Commission, New Delhi. 

May 15, im 


wood is derived from mountain forests. About 

* 

0.85 million tonnes of wood received from the 
submontane forests, and the rest 3.C0 million 
tonnes come from plain forests. Sawn timber is 
used in different ways in India i.e., for railway 
sleepers, building of houses, ships, railway, coaches, 
truck bodies, packing cases and for multifarious 
purposes for the defence of the country. 

There are many industries based on forest prod¬ 
uct-wood, i.e., (i) Pulp and paper. (//) Newsprint, 
(mV) Plywood, (/v) Matches, (v) Pencil-making, (v/) 
Furniture and cabinet making, (vmV) Sports goods, 
(vmV) Textile auxilliarics, (/a*) Saw-milling, (Jc) Packing 
cases and {xi) Firewood and charcoal. Of these, 
only the most important industries viz.. Pulp and 
Paper, Newsprint, Plywood and Matches arc dealt 
with in this paper. 

Pulp and Paper 

This industry occupies the second place in the 
world among the primary industries in tcims of raw 
material requirements and value of output. In res¬ 
pect of capital invested this is the largest in the world. 
The pulp and paper industry in India has grown 
rapidly in recent years. During the decade 1950 
to 1960, world production of pulp rose from 34.54 
million tonnes to 59.94 million tonnes and of paper 
from 43.69 million tonnes to 75.18 tonnes. 

The beginning of the paper industry in India dates 
back to 1832 when the first paper making machine 
was installed in West Bengal. The paper industry 
had to struggle hard for its existence during the early 
period due to keen competition from cheap impor¬ 
ted paper on account of which some units had to be 
closed down. To protect the indigenous bamboo-based 
paper industry, a protective duty was levied in 1925 on 
imported paper. This gave impetus to healthy grow 
paper industry in the country. The Second World War 
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provided a further fillip to its stabilisation and 
expansion. The annual production of paper and paper 
boards, excluding newsprint, in 1937 was 48,999.65 
tonnes, which rose to 94,579.44 tonnes in 1947 after 
the removal of protective duty. The rate of increase 
has been well maintained and the production which 
was 1,34,025.64 tonnes in 1951 when industrial deve- 
opmint in the country was taken up on planned 
basis, rose to 196494.40 tonnes in 1956 and 
3,69,943.89 tonnes in 1961. 

The rate of growth of consumption of paper 
during the three Five Year Plans has been of the order 
of 8, 10 and 12| per cent. The demand for paper 
and paper boards is closely linked with the prog¬ 
ramme of expansion of educational facilities, imp¬ 
rovements in the rate of industrialisation and the 
living standards. The post-independence era in 
the country saw a steady increase in the consumption 
of paper and newsprint on account of a general rise 
in the standard of living of the population and the 
spread of education. But even then the per capita 
consumption of paper and newsprint in India is the 
lowest among the major paper consuming countries 
of the world* as is evident from Table 1. 

In India, production of paper and paper board is 
not enough to meet the existing requirement. Dur¬ 
ing 1964-65 India imported 25,000 tonnes of paper 

Table 1 


and paper boards. In March 1967 there were 56 
paper and paper board mills in the country distri¬ 
buted in the following States. Maharastra 13, West 
Bengal 10, Gujarat 6, Mysore 5, Punjab 4, Madhya 
Pradesh 4, Madras 3, Andhra Pradesh 2, Bihar 5, 
Uttar Pradesh 2, and Kerala 2. The capacity of 
these mills was 643,870 tonnes and stands at 711,220 
tonnes now. This increase in productive capacity 
is due to completion of some of the expansion schemes 
and higher level of production achieved in some of 
the units. The licensed expansion of the industry 
stands at 229,516 tonnes. Besides these, 10 new 
large units with a total capacity of 244,200 tonnes 
have been licensed or approved of. The production 
for the year ending March 31, 1964 was 493,000 
tonnes. During 1965-66, the production reached 
585,082 tonnes against the target production of 700,00 
tonnes for the Third Five Year Plan. The production 
of paper and paper boards would have been much 
higher in 1966 but for the dislocation on account of 
strike in some of the units and the indefinite closure 
of one unit due to financial difficulties. The esti¬ 
mated loss of production due to these factors is about 
15,000 tonnes. Table 2 shows the production, 
consumption and imports of paper in different years. 

Table 2 

PRODUCTION, IMPORTS AND CONSUMPTION OF 
PAPER (1960-61 to 1966-67) 


ANNUAL PER CAPITA CONSUMPTION OF PAPER, Year Production Imports Consumption Imports as 

AND PAPER PRODUCTS (1962) (000 tonnes) (000 tonnes) (000 tonnes) pcreenl- 

- - - age of 

Country Per capita Population consumption 

consumption (kg) (million) 


U.S.A. 

206 

186 

Canada 

134 

19 

Sweden 

128 

7 

U.K. 

106 

53 

West Germany 

85 

56 

Australia 

82 

10 

Japan 

57 

95 

Italy 

40 

51 

Poland 

23 

30 

U.S.S.R. 

16.2 

223 

Brazil 

10 

70 

China (mainland) 

2.6 

669 

(Teylon 

2.5 

10 

Pakistan 

1.6 

96 

India 

1.4 

470 

WORLD 

26.5 

3,060 


*Though the consumption of paper and paper board is very 
low in India, she consumes more than many other countries 
i.e., Nepal, Tibet, Ohana, Somalia, Indonesia and 
Afghanistan, 


1960-61 

343.2 

22.8 

366.0 

6.2 

1961-62 

367.5 

21.5 

389.0 

5.5 

1962-63 

387,6 

23.4 

411.0 

5.7 

1963-64 

480.6 

29.0 

509.6 

5.7 

1964-65 

493.0 

25.0 

518.0 

4.8 

1965-66 

559,0 

29.0 

588.0 

4.9 

1966-67 

578.0 

20.0 

598.8 

3.3 


Table 2 indicates that India is not much depen¬ 
dent on imports but even then imports of pulp for 
manufacturing paper and paper board has been to 
the tune of 6.2, 5.5, 5.7, 4.8 and 3.3 per cent of the 
total consumption of paper during the year 1960-61 
to 1966-67 respectively. The trend of imports is on 
decline which is a healthy sign for a developing cco-n 
omy. Imports as percentage of total supply have 
declined. However, in absolute terms imports have 
by and large maintained an upward trend. Thus, 
even though import substitution in a relative sense 
is noticeable the rate at which this substitution is 
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taking place is not fast enou^ to make India 
sdf-suflScicnt in paper. This fact tends to show that 
she is either short of raw materials or she is not able 
to utilize her resources well to produce paper for her 
requirements. This position also reflects on the 
relative technological backwardness of India in pre¬ 
paring pulp from the available indigenous hard wood. 

NeWSPRlNT 

National Newsprint and Paper Mills Ltd. (Nepa 
Mills) is the only unit, in the country producing 
newsprint so far. Newsprint is manufactured by 
mixing 70 per cent mechanical pulp from Salai 
{Boswellia serratta) wood and 30 per cent chemical 
pulp from bamboo. The rated capacity of this mill 
is 30,000 tonnes per year. The production stood 
at 30,000 tonnes of newsprint in 1965-66 and about 
29,313 tonnes of newsprint were produced in 1966- 
67. Expansion of annual production by the mill 
from 30,000 tonnes to 75,000 tonnes of newsprint 
has already been licensed and orders for the requisite 
plant and machinery have been placed. The expand- 
ded production of this unit is expected to be avail¬ 
able in 1968-69.^ Table 3 shows the production, 
imports and consumption of newsprint. 

Table 3 

PRODUCTION IMPORTS AND CONSUMPTION OF 
NEWSPRINT 
(1960-61 to 1966-67) 


Year Production Imports Consumption Imports as 
(000 tonnes) (000 tonnes) (000 tonnes) percentage of 

consumption 


1960-61 

22,9 

75.5 

98.4 

76.6 

1961-62 

26.5 

93.6 

120.1 

78.0 

196^63 

26.5 

99.2 

125.7 

T9.0 

1963-64 

30.1 

94.8 

124.9 

76.0 

li)64-6S 

29.3 

102.1 

131.4 

78.0 

1965-66 

30.3 

85.0 

115.3 

74.0 

1966-67 

29.3 

107,4 

136.7 

78.0 


From Table 3 it may be seen that India is 
dependent mostly on imports in respect of newsprint. 
The imports of newsprint represented 76.6 78.0, 
79.0, 76.0, 78.0, 74.9 and 78.0 78.0 per cent of the 
total consumption of newsin'int in the country. 
India is an importing country in respect of wood and 
wood products. The adverse balance of trade in 
recent years amounts to nearly Rs. 200 million. 
The main item in this is newsprint (96,520 tonnes) 
and pulp in spite of devdoinhent of indigenous 
manufactureduring post-independence period. Table 3 
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also shows that the imports of new^ints have been 
on the increase from 75.5 thousand tonnes in 1960-61 
to 107.4 thousand tonnes in 1966-67. The imports 
dwindled to 85 thousand tonnes in 1965-66. The 
main reason for this fall was that pulp capable of 
manufacturing 25 thousand tonnes of printing paper 
was diverted to manufacturing of newsprint paper 
during this period. 

The scheme of M/s Gopal Paper Mills for a news¬ 
print mill with a capicity of 60,0(X) tonnes per year 
has not yet been taken up for implementation. Only 
recently, negotiations for supply of raw materials 
have been finalised with the Government of Hima¬ 
chal Pradesh. If further action on the scheme 
is initiated during this year the scheme might be 
expected to be completed by 1971. ^ 

The proposal to start a bagasse based newsprint 
mill in the public sector is still under consideration. 

Pulp 

(fl) Dissolving Pulp 

Kerala has the only unit of dissolving pulp in 
operation with a capicity of 54,000 tonnes per year 
and it is expected that the capacity of this unit might 
go upto 60,000 tonnes on account of the completion 
of the balancing equipment and programme. The 
production in 1966-67 was 51,398 tonnes. A second 
unit based on eucalyptus with a capacity of 21,600 
tonnes (increasing to 36,000 tonnes after a few years) 
is likely to commence production by 1968-69. A 
third scheme for a 60,000 tonnes/year unit for the 
manufacture of dissolving pulp biiscd on the eucalyptus 
resources of the Haldwani area in Uttar Pradesh has 
recently been accorded capital goods cleatunce. 
This project might be completed by 1970-71. The 
estimated total capacity for dissolving pulp likely to 
materialise by the end of the Fourth Plan period may 
be about 150,000 tonnes. 

(b) Paper Grade Pulp 

The only project for the production of bamboo 
pulp for market sale in the Dang area of Gujarat, 
with an inbuilt capacity of 30,000 tonnes per year, 
is under implementation. The project is likely to 
be completed by the end of 1968-69. 

Strawboaros and Millboards 

There are 41 units with a total capacity of 112,280 
tonnes/year engaged in production of straw board 
and mill board. The production is ^owly increasing 
eveiy year. The production in 1966-67, was 70,418 
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tonnes. Plant and machinery used for these units are 
indigenous and run on locally available raw material. 

Resources of Cellulosic Raw Materials 

Cellulose obtained from plants is the chief consti¬ 
tuent for paper manufacture. In 1959, the paper 
industry in India consumed various cellulosic raw 
materials as follows: 


(a) Bamboo: The paper industry collects bam¬ 
boos from accessible bamboo forests. Some surplus 
bamboo is still available in the worked forests of 
Madhya Pradesh, Assam, Dandakaranya and the 
Western Coast, and also some remote forests. Exact 
information regarding the availability of bamboos in 
different regions is not available but Uie estimated 
quantity is as in Table 4. 


1. 

Bamboo 

70 per cent 

2. 

Sabai grass 

9 per cent 

3. 

Waste paper and agricultural wastes per cent 

4. 

Imported pulp 

5 per cent 

5. 

Bagasse 

3 per cent 

6. 

Salai wood 

4 per cent 

7. 

Coniferous wood 

1 per cent 


Total 

100 


The above confirms that there is great scope for 
the coniferous wood to play its role in the develop¬ 
ment of paper industry of the country. It is impor¬ 
tant to note that coniferous woods are used upto 
85 to 90 per cent in the total world’s pulp production 
while India is using only one per cent. The bamboo 
resources of the country arc limited and hence they 
cannot continue to be used up to 70 per cent. Bam¬ 
boo is the primary raw material with a fibre length 
of 2 to 4 mm. Secondary raw materials are sabai 
grass with a fibre length of 1.5 to 3 mm. and the coni¬ 
ferous wood having fibre length of 3 to 5 mm. The 
bamboo which is mostly used for paper making so far 
is Datidroclamus strict us. Bambusa aruitdimcea is 
now being used by some paper mills. The Cachar 
district of Assam is abundant with Muli bamboo 
Melocanna bambusoides suited for paper manufacture. 

Nepa paper mills have been utilising salai wood 
{Boswellia serratta) having less than 1 mm. fibre 
length for making mechanical pulp since 1955 for 
manufacturing of newsprint mixed with 30 per cent 
of chemical bamboo pulp. Miscellaneous hardwood 
species in India can be successfully utilized for paper 
making. Though some mills arc using upto 30 per 
cent mixed hardwood pulp in combination with 
bamboo pulp for manufacturing of various grades of 
papers, the right technology has not been developed 
so far in- India for pulping the hardwoods. 

Amiability of Raw Materials 

The following are the resources of bamboo, coni¬ 
ferous woods and grasses needed for the paper in¬ 
dustry in India: 


Table 4 

POTENTIAL AND SURPLUS AVAILABILITV OF/ 
BAMBOOS IN THE STATES 


StatelUnUm* 

territories 

Bamboo area Avpilability* Surplus** 

(Si/, km) ilukhs (lakh tonnes) 

tonnes) 

Andhra Pradesh 

19,790 

2.55 


Assam 

10,000 

12.10 

11.50 

Bihar 

5,204 

2.00 

0.29 

Gujarat 

1,9.36 

0.46 

• . 

Jammu and Kashmir 

Negli^blc 

• • 

Kerala 

631 

1.08 

0.54 

Madhya Pradesh 

14.846 

8.00 

3,90 

Madras 

5,388 

N.A. 

N.A. 

Maharashtra 

8,500 

3.00 

0.46 

Mysore 

6,000 

4.75 

» . 

Orissa 

10,500 

4.39 

2.77 

Punjab 

N.A. 

0.09 

• • 

Uttar Pradesh 

4,000 

0.41 

0.12 

West Bengal 

164 

0.08 

0,04 

Himachal Pradesh 

104 

0.03 

• • 

Tripura 

2,849 

1.15 

* • 

NEFA 

7,770 

2.00 

2.00 

Manipur 

2,500 

N.A. 

NA. 

Total 

1,00,272 

40.09 

23.77 


Table 4 shows that average potential production 
per hectare in India is 0.40 tonnes of bamoo, but it 
varies from 1.71 tonnes in Kerala, 1.21 tonnes in 
Assam, 0.79 tonnes in Mysore, 0.54 tonnes in M.P., 
0.35 tonnes in Maharastra, 0.23 tonnes in Gujarat, 
0.12 tonnes in Andhra Pradesh and O.IO tonnes in 
U.P. From the above, it can also be estimated that 
the bamboo forests can produce an additional quan¬ 
tity of nearly 24 lakh tonnes/year if proper tending 
and opening up of inaccessible areas is taken up. 
Assuming that | of the above quantity might be 
available to the paper industry, plus 7 lakh tonnes 
which the paper industry is ^ady using for paper 
making, the total quantity of bamoo available to the 
paper industry comes to 25 lakh tonnes. If this 

*Tbe estimated maximum sustained yield. 

**Less pment off-tidee for agncahUral, commercial aiid 
industrial uses. 
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Quantity is rationally niixed with hardwoods, say 
70 per cent it will be suflScient to produce 27 lakh 
tonnes, or say at least 25 lakh tonnes of paper. This 
fact alone increases the importance of proper conserv¬ 
ing and utilizing the present bamboo resources for 
the paper industry, and also creating large scale 
plantations of short fibred fast growing species such 
; as eucalyptus, poplars etc. 

(h) Coniferous Woods: Owing to its long fibre, 
coniferous woods arc good raw material for paper 
manufacture. The coniferous softwoods are used 
from 85 to 90 per cent in world pulp production. 
They are used for making newsprint, kraft wrapping 
paper, and kraft paper board. In spite of the great 
expansion in pulp and paper manufacturing capacity 
which has taken place in North America and Europe 
since World War 11, use of conifers is great. Coni¬ 
fers occur over nearly 3 per cent of the forests of 
India. Pines (chir and kail) occur in the lower 
regions in the North and Khasi in Assam and fir 
and spruce in the upper reaches of the Himalayas. 
Due to lack of developed communications and 
of modern logging techniques these areas have 
not been tapped properly as yet. Tt seems that 
the opportunity cost in respect of coniferous woods 
in the above inaccessible forests, is nil. The timber 
becomes a fire hazard there as long as these tracts 
are not opened up by creating A network of good 
transport system. Since the paper industry can¬ 
not offer conipetitivc market price for conifers, the 
wood does not find its way for manufacture of paper. 
Some paper mills are using little twisted chir pine 
wood only for speciality paper. By modern standards 
the utilization of the Himalayan conifers is characteris¬ 
ed by appalling waste and lack of coordinated orga¬ 
nization. Sleepers can be floated only in the upper 
reaches of the rivers. Losses and damages to the 
timber arc all too evident. Absence of any sort of 
seasoning or artificial drying makes a rational uti¬ 
lization impossible. The exact quantity and the 
price at which coniferous wood will be available to 
the paper industry is not yet known. Some rough 
estimates are given below: - 

1. Himachal Pradesh 



Sq. Km. 

Chir pine 

644 

Kail pine 

600 

Deodar 

528 

Fir 

831 


Total 2,603 
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2. Jammu and Kashmir 

Pines and Deodar 3,146 

Spruce and Fir 4,346 

Total 7,492 

3. Punjab 

The estimated production of fir and spruce is 1.1 
lakh tones per year, but the present removal 
of fir and spruce by the paper mills is about 5,000 
tonnes. If communicationse arc improved and 
better logging techniques arc available it would be 
possible to obtain about 10,0000 tonnes per year. 


4. Uttar Pradesh 

Spurce and Fir 3,090 

Pines and Deodar 14,270 

Total 17,360 

5. West Bengal Sq. Km. 

Cryptomeria Japonica 16.4 

(exotic coniferous) 


About 80 hectares arc being afforested every year 
with this species. 

(c) Grasses: Sabai grass (Eulaliopsis binata) 
has a great importance. The Bengal Paper Mills, 
the Shree Gopal Paper Mills and the Star Paper Mills 
arc using this raw material to the tune of 18,000, 
30,000, and 15,000 tonnes respectively. The quantity 
includes about 10,000 tonnes being supplied to tltc 
Shree Gopal Paper Mills, Saharanpur from Nepal, 

Perspective of CeUulosic Raw Material 

The realisation of the targets of production over 
the next 15 years would be possible only if ccllulosic 
raw materials to the extent indicated in Tabic 5 could 
be made available. 

Tabl£ 5 

ESTIMATED REQUIREMENTS OF FIBROUS RAW 
MATERIALS 

(Million tonnes) 


Estimated 
requirements 
Year of fibrous 

raw 

materials 

Bamboo 

Bagasse* 

Mies. 

Fibres 

' Plantation 
timber 

1970-71 

4.27 

2.03 

2.03 

0.41 


msm 

7.32 

2.03 

2,54 

0,71 

2.03 

1980-81 

10.16 

2.03 

3.56 

1.01 

3.56 


*Figures arc based on the assumption (bat between <t0 to SO 
PM cent of the total bagasse could be easily made available. 
The tentative targets for sugar production are 4.5, 5.S and 7 
million tonnes respectively vst 1S>70-71, 1975-76 and 1980-81. 
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The known existing resources of bamboo in the 
country, even with most scientific and best possible 
exploitation, could be expected to provide at the most 
about 2 million tonnes per year to the paper industry. 
Out of the total present availability of about 3.05 
million tonnes per year of bagasse in the country, 
about 50 per cent, i.e. about 1.52 million tonnes could 
be expected to be harnessed for paper manufacture 
subject to the problem of bagasse substitution by 
alternate fuel being solved satisfactorily. In addi¬ 
tion to these about one million tonnes of other fibrous 
raw materials, i.e., grasses, cereal straws, jute stalks, 
waste paper, rags etc. might be available by 1980-81, 
if intensified efforts arc made for their organised 
collection At the precent stage the supply position 
of raw materials is not sound and unless special 
efforts are put in for collection of raw materials, 
the situation is likely to dete riorate in the Fourth 
Plan. However, the existing resources will not stand 


the expansion of th? industry beyond the middle 
of the Fifth Plan. Therefore, large-scale planta¬ 
tions of fast growing species of pulpable timbers 
are needed right from now. Medianical pulp from 
hard woods certainly needs a mixture of 30 per 
cent long fibred chemical pulp for manufactur¬ 
ing paper. 

It is suggested that large units producing at least 
100,000 tonnes of paper per year should be started 
in as many States as possible based on plantation and 
forest raw materials. Therefore, suitable spots should 
be selected for establishing large paper units which 
might go into production a decade later. Just to 
feed such large unit it might be necessary to under¬ 
take plantations at about 3,500 hectares per year for 
a period of 15 years to provide raw materials on a 
sustained basis. The likely investment on the imper 
and pulp unit might be of the order of Rs. 250 million 
to give an output of about Rs. 130 million. 


CONSUMER COOPERATIVES 
{Continued from page 24) 


of unqualified staff and even their training was not 
given much attention. This has to be immediately 
attended to. The training of personnel of primaries 
was entirely neglected and even now only the fringe 
of the problem^ has been touched upon. Some 
facilities for training the senior personnel are provided 
by the Regional Cooperative Training Centre under 
the auspices of the Committee for Cooperative Train¬ 
ing, but the efforts are extremely sporadic. The 
existing requirements for trained personnel vary 
between 30 to 40 thousand but hardly a few hundred 
have been trained so far . Special courses for sales¬ 
manship, accounting methods, price policy, layout 
and equipment of stores should also be organised at 
various levels. 

The Consumers’ Stores should launch a systematic 
campaign to groom their members in cooperative 


principles. The consumers should be made aware 
of the recent trends in store-keeping, commodity 
information, shopping, family budgeting, quality tests 
and book-keeping. Still more important is the task 
of securing the maximum loyalty of members to the 
store. This is possible if personal contacts through 
membership committees, printed circulars and visit¬ 
ing salesmen are established. The members, un¬ 
doubtedly, will be more attracted to the stores when 
thqr come to regard them as a means of improving their 
economy. 

However, the most important factor in the develop¬ 
ment of this movement remains the consumers’ 
active participation. They, if they want to eradicate 
inflation, blackmarketing, adulteration and profitteer- 
ing must organise themselves to fight these anti-social 
evils through Consumers’ Cooperatives. 


INDIA’S ECONOMIC RELATION WITH ETHIOPIA 
{Continued from page 28) 


are taken care of. Finally, as investment opportu- 
ities are abundant, joint ventures as a mode of 
exporting heavy engineering and capital goods should 
also be used for expansion of trade. India 
industrialists can play a very important role in this 
direction if they are provided with the necessary faci¬ 
lities required for the establishmnets of industrial ven- 
turw. For example, branch offices in Ethioina by 
major Indian banking institutions are very essential 
and they should be be opened immediately. 


This may enable perspective Indian industrialists, 
to raise foreign exchange for their joint venture pro¬ 
jects against the securities and bank guarantees for 
their own resources in India. It may also be desirable 
to send out Indian experts to Ethiopia to study and 
report on the various aspects of the country. All these 
measures outlined above are bound to strengthen and 
extend the economic relations which have existed so 
long between these two countries. 
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Gleanings from the Press 


CONGRESS REVIVAL IN MADRAS 

Even more than in Kerala, the Congress Party in 
Madras seems to be coming back to life,... For quite 
some time now, the Tamiland Congress Committee 
has been very active and party workers have fanned 
out in the country-side to whip up public support and 
organise campaigns against the ruling party. Mr. 
C. Subramaniam, who took over as TNCC President 
only four months ago has at the same time been 
constantly and skilfully needling the DMK for its 
alleged administrative failures. 

The concerted Congress campaign is beginning 
to make an impact. DMK Ministers can no longer 
tour the Tarailnad countryside without fear of being 
greeeted by black flag demonstrations or other Cong¬ 
ress organised protests. 

Empty ntud pots turned upside down, derisively 
symbolise the DMK’s failure to implement its elec¬ 
tion promise to provide three measures of rice for 
a rupee; this form of protest often proves no less 
effective than the flamboyant anti-Congress oratory 
of many DMK Ministers. In fact Mr. Annadurai 
has every reason to be apprehensive about the 
increasing activity by the TNCC which is no longer 
the confused and frustrated group it was immediately 
after its electoral debacle last year. 

The DMK’s performance or lack of it during the 
last 14 months has provided Congress workers with 
ample ammunition for their political propaganda. 
Congress meetings are now hotter attended and what 
is more, the cost of organising such meetings is often 
met by on the spot contributions from the audience. 
The DMK meetings which used to attract vast crowds 
are no longer as numerous or as well attended as in 
the first few months of the party’s assumption of 
office. ^ 

Mr. Annadurai and the DMK are still popular 
although they have frittered away some of the public 
goodwill throu^ their apparent failure to provide 
an efficient and clean administration. 

Part of the credit for the new found vigour of 

May 45, ms 


the Congress should go to Mr. Subramaniam whose 
intelligent analysis of the DMK Ministry’s perfor¬ 
mance has cometimes put the Government on the 
defensive. 

Mr. Kamaraj is a tenacious politician and is far 
more at home in the familiar political arena of 
Tamiland than that of Delhi. Many believe that 
his immediate objective is to redeem his prestige by 
ensuring a political someback for the Congress in 
his Home State. 

The Statesman, May 8,1968 


AN AILING COALITION 

There is no mistaking the fact that the Nainboodiri- 
pad regime is less sure of itself now than at any time 
in the past 14 months. Recent events have not help¬ 
ed to sustain the Chief Mimster’s oft repeated claim 
that the solidarity of the Front is unshakable and 
that those who think otherwise are only chasing a 
shadow. The serious reverses suffered by it in the 
recent municipal elections were obviously due as 
much to the infighting within its ranks as to the 
growing public disenchantment with the adminis¬ 
tration’s record. Resenting what they consider to 
be high-handedness of the Left Communists in the 
formulation of administrative policies, the othor 
groups in the coalition have banded themselves into 
a sort of front within a front. Among other things, 
the manner in which the Left Communists manipu¬ 
lated the assignment of Government lands to their 
favourites seems to have come as a shock to their 
colleagues. The split in the State SSP has further 
aggravated the instability of the coalition.... It is 
absurd to claim that there are no basic differences 
within the Kerala coalition and that the apparent 
cleavages only reflect a spirit of ‘democratic debate’ 
within the administration. Nothing exposes it more 
clearly than the outspoken criticism of the adminis¬ 
tration by Muslim League, SSP, and RSP MLAs 
within the legislature and outside. 
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...Few will be taken in by the Left Communist 
propaganda that the Centre is starving the people 
of Kerala. The decision of the Muslim League not 
to take part in the anti-Centre agitation and the 
lukewarmness of some of the other partners show 
that the ruling coalition is itself sharply divided on 
the political wisdom of mounting a fresh ofiensive 
against New Delhi. 

The Tinas of India, May 9,1968 

APPROACH TO THE PLAN 

The Commission is apparently about to offer the 
N.D.C. a choice between two or three possible rates 
of economic growth with the corresponding plan 
investments that will be required to achieve these 
rates of growth. The figures being discussed are a 
4 per cent growth rate requiring a Rs. 18,000 crores 
plan, a 5 per cent growth rate requiring a Rs. 21,000 
crores plan and a 6 per cent growth requiring a 
Rs. 23,000 crores plan. State Governments who have 
in the past shown a typical reluctance to mobilize 
additional resources will now have a say in the size 
of the plan, and will presumably face public un¬ 
popularity if they opt either for a slower rate of eco¬ 
nomic growth or a large plan requiring considerable 
resource mobilization (Rs. 300 crores a year). The 
situation is clearly favourable for the exercise of our 
native talents of compromise. 

The Planning Commission is quite right in passing 
the buck to the N.D.C. A choice heavily laden with 
political implications must be made where the centre 
of power lies. But is the Planning Commission right 
to pose a simple three way choice? Clearly, the re¬ 
lationship between the level of investment required 
to achieve a given rate of economic growth depends 
upon the assumptions that have gone into deriving 
what economists call the capital output ratio. And 
in this surely not only is there a further element of 
political choice but also political action is implicit. 

But the political element enters most clearly in 
such areas as location of projects where political 
criteria steeply jack up the cost of projects. The 
Planning Commission, we hope, will list the policy 
changes required in order to improve the capital 
output ratio. No doubt the Planning Commission 
is already laying some emphasis on this through 
greater reliance on agriculture and quick yielding 
projects. But the exercise should include re-exa¬ 
mining the whole gamut of policies that push dp our 
capital costs. If it does the economy might well 
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record a much higher rate of growth than is bdng 
postulated for an nvestment, say, of Rs. 18,000 crores. 
The Commerce Ministry is believed to be strongly 
opposed to the Planning Commission’s export growth 
target of 7 per .cent and import growth target of 4 
per cent. The Commerce Ministry feels that exports 
are unlikely to grow by more than 4 per cent. But 
the Planning Commission has arrived at this target 
after accepting the political value judgment that there 
should be a substantial reduction in aid dependence 
by the end of the Fourth Plan. If the Planning Com¬ 
mission’s primary aim is to reduce aid dependence, 
then it is probably allowing what it considers desi¬ 
rable to influence what it regards as feasible. 

'Weekend Review, May 11,1968 

SANGH LOSING GROUND IN HARYANA 

The mass mood in the State, particularly in the ur¬ 
ban areas which were considered strongholds of 
the Sangh, makes it evident that the Jan Sangh has 
crossed the zenith of popularity and its chauvinist 
appeal now attracts fewer and fewer people. This 
has happened in those very cities and towns where 
there was violent agitation over reorganisation of 
the State such as Bhiwani and Panipat. 

In all cities and towns public opinion is sharply 
divided as far as attitude to the Sangh is concerned. 

In constituency after constituency it has been found 
that a section of the local Sangh is actively working 
against the oIBcial candidate. This process began 
during the recent municipal elections, and has 
sharpened in the midterm poll. 

Why has the Jan Sangh begun to lose grip even 
over its traditional strongholds? The reason is 
the party’s pathetic performance during the Sam- 
yukta Dal Ministry headed by Rao Birendra Singh. 
The food policy of the Dal Ministry was primarily 
directed towards helping a handful of rich traders 
and the upper strata of the peasanty. The semi¬ 
starvation conditions created for the Harijans in 
the rural areas and the poor sections in the urban 
areas are stilll fresh in their memories. 

The Jan Sangh leaders could perhaps argue that 
they were not in the Ministry but were only supporting 
it. But their choice of candidates majk^ peoj^e, 
wonder how closely this party is identified with vested 
interests. The Sangh leaders have generally selected 
as candidates persons from the upper classes, and 
in some cases they are either big transport operators 
or traders. 

Patfht, May 9,1968 
AICC Seenmif JRspfm 



Book Reviews 


Public Enterprises in India: A Study of Public Relations 
and Annual Reports, Laxmi Narain, S, Chand and Co. 
Delhi, 1967, Rs. 20.00. 

It is for the first time in India that the specific aspects 
of public relations and annual reports have been 
made the subject matter of a serious and dobjective 
scrutiny. The study has been sponsored by the 
Research Programmes Committee of the Planning 
Commission of India. The aspects chosen by the 
author are significant for various reasons. One of 
the major reasons is, however, that these have long 
remained enigmatic to the researchers and even the 
experts. The amount of money spent on these 
questions is substantial every year and it has been 
suspected that in many cases they, perhaps, do not 
serve the purposes for which such huge expenditure is 
made almost jitualisticaliy partly because of the desire 
of the Parliament and the law and partly because of 
the desires of the corporations to project their image 
in public. One must take into account in this respect, 
the requirements of the Indian Companies Act, to 
which the Government Companies are subject and 
of those of the specific ad hoc enactments which guide 
and regulate the functioning of the public corpora* 
tions in this country. The author probes these ques* 
tions on a factual basis and suggests measures which 
deserve indeed very serious considerations by the 
Government and the enterprises. 

The first chapter gives a detailed account of the 
Public Relations functions in nublic enterprises with 
particular reference to the relationships of the PR 
departments with the other departments, the aims 
and objectives of PR, the different publics that they 
are supposed to deal with and the various media 
that they employ to project the image of the enter¬ 
prises. The author notices lack of uniformity in 
the PR functions of different enteritises studied. 
The question that arises is, should these be uniform? 
Not only that one should take account of the diffrent 
forma! distinctions, but also that one should not lose 
sight of the functional requirements of various enter¬ 


prises. In particular, notice has to be taken of the 
social welfare functions as distin'tuished from purely 
commercial and the mixed funct'ons. The contents 
of PR should be responsive to these varying needs. 
At present the PR functions suffer from inadequacy 
of information dished out to the various publics. 
Before a type of discriminating public any amount 
of literary sophistry may fall flat and a truthful 
presentation may carry the day. To an un under¬ 
standing public, PR would be an avoidable waste of 
effort. 

The caution raised by the author against undue 
enthusiasm for PR lest it gives rise to public versus 
private sector controversy is largely not warranted. 
In most cases, the sponsors of the t;ontroversy are 
either partisan or motivated. In many cases, it 
arises because of lack of information. In all cases, 
however, the controversy gains more than its due 
momentum because the points raised in such contro¬ 
versy are not answered: mostly these are shunned. 
So far the PR function in public enterprises has failed 
to highlight the different limiting factors from which 
these enterprise invariably suffer, the biggest limiting 
factor being that they suffer from the long standing 
legal anachronism of Government ownership of 
corporations and companies failing to recognise the 
very basic objective of these enterprises viz., that 
these enterprises are to function as distinct legal and 
real, functional entitiM. Any amount of PR effort 
cannot negative this lack of reason. 

Exhaustive details of the contents of annual re¬ 
ports of public enterprises have been provided by the 
author in next four chapters which afford a good 
perspective of what these are at present and what 
these should be. The author underlines that the 
directors* reports of these units have still a tong way 
to go with respect both to the contents and their 
presentation. However, it is necessary to a^^reciate 
in this context that the Indian Companies Act pres¬ 
cribes certain details that must be given in these reports. 
Apparently, there are two standards of requirements, 
one under the law and tiie other, under convention 
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or as required by the Parliameatary Committee of 
Public Undertakings. 

The author’s pointers relate to the conventional 
question of what these should disclose. It is not 
pointed out that mostly these are repetitive of what 
the Accounts have already shown. The annual 
reports of these enterprises are not immune from the 
usual criticism that they hide more than what they 
disclose, under audited information. Even experts 
would not be in a position to make out head or tail 
from those reports concenmed with multiple products 
but this is a general dilhculty in the entire corporate 
sector. The author pinpoints his scrutiny to the 
presentational aspects of these reports and brings 
out various inadequacies. As a pioneering study, 
this book is an effective starting point of a fruitful 
dialogue on the subject. 

P. MukhopadhVay 


Foundations of Statistics, O.P. Bajpai, pp. 572, Asia 
Publishing House, Bombay, Rs. 28. 

The increasing importance of statistics as a tool of 
analysis in sodial sciences leads investigators and 
research workers to wade through numerous texts to 
get an insight into what the various methods imply. 
There is still widespread distrust of statistics and an 
objective analysis of data should not result in its 
being regarded as a statistical ingeucity rather than 
an unfolding of facts. How to treat statistical data 
and give it a good presentation by using basic statistic 
cal techniques is the subject matter of this book. 
It avoids tedious mathematics and is designed to 
meet the requirements of students of economics, 
commerce, sociology etc. 

The first six chapters deal with functions and 
importance of statistics, how statistical investigation 
can be conducted; different ways in which informa¬ 


tion can be gathered; preparation of schedules; deter* 
mining the accuracy of questionnaires canvassed 
by investigators or informants, classification and 
tabulation of data gathered in the course of the' 
enquiry or survey. In Chapter IV, the author could 
also have discussed the relative merits of including 
closed-end and/or open-end questions in the ques- 
tionnaue. In any objective enquiry, it should not 
be the attempt to collect information by simply elicit¬ 
ing a “Yes” or “No” to various questions. Again 
in this Chapter, sources of Indian official and private 
statistics should have been given in greater detail 
rather than in a casual or superficial way by listing 
the sources of official publications as “(a) Publications 
of the Central Government; (b) Publications of the 
State Governments; (c) Reports of Enquiry Commit¬ 
tees and Commissions” and likewise with semi-official 
and private statistics. There are several general 
sources which cm be looked up for a wide range of 
Indian statistics. 

In view of the increasing use of mechanical tabula¬ 
tion in large and extensive surveys, coding of non- 
numerical and descriptive information becomes in¬ 
evitable. This aspect of coding information and 
methods used for doing it should have received some 
space. 

In the remaining chapters, the author treats the 
standard topics. .Correlation and regression are 
adequately treated. There is a good discussion of 
time series and demographic statistics. There is also 
a chapter on business forecasting, but the analysis 
is inadequate. 

The book contains a large collection of exercises 
taken mostly from Indian Universities, examination 
papers which provide direct application of theory. 
The volume on the whole, does arouse interest and 
may well be recommended to those who have to 
handle quantitative data. 

A.N. Mehra 
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The N.D.C. Meet 

The meeting of the National Development Council held on 
May 17-18, 1968 was, regardless of the concrete results it achieved 
or failed to achieve, a necessary exercise. In the changed polite 
ical context it has become necessary for the Planning Commission 
to consult the N.D.C. more frequently and more closely and get 
its approval for the basic framework of the Fourth Five-year 
Plan. The closer consultation has also become necessary in the 
changed economic and fiscal context. The conditions in which' 
the first two plans and also the third, inspite of some exceptional 
new factors, were carried out no longer exist. Our achievements 
have been impressive but they have only offered an incentive 
for new hopes and expectations. These new hopes have to be 
fulhlled in the face of mounting dif&culties especially in the realm 
of resources. While the committed expenditure has gone up 
new investments call for new resources. Till now fresh taxation 
was one of the principal means of raising additional resources 
but there is now a widespread re’uctance to do so. This indeed 
is the main preoccupation of all our learned and earnest friends 
who arc busy formulating the Fourth Five-Year Plan. 

If the resources question is for the moment kept out of sight it is 
obvious that the country’s economy has to grow and few would 
be prepared to countenance an annual growth rate of less than 
five or six percent. This is a reasonable, in fact, a modest ambi¬ 
tion and yet the extraordinary thing is that there are all manner 
of diiiiculties in achieving it. This explains why we found our¬ 
selves obliged to postpone the formulation of the Fourth Plan 
year after year. The Fourth flan instead of commencing from 
April 1966, as it was scheduled to do, would commence from 
April 1969. 

Has the recent meeting of the N.D.C. helped in easing some 
of the difficulties facing the execution of the annual growth rate 
of 5 to 6 per cent? The issues were posed but no convincing 
answers were made available. There were, nevertheless, many 
suggestions which if properly pursued could provide the basis 
for unravelling the financial tangle. 

The N.D.C., however, brushed aside all pessimism and opted 
for a five per cent rate of growth in agriculture. This has yet to 
be worked out in financial terms. The experience of the past 
and needs of the future have alike dictated this rate of grow^ in 
a g riculture. This is an achievable target. What is more, it 
has to be achieved else the country could be in serious difficulties 
political as well as economic. It is realised that this rate of 
growth in agriculture need not be uniform from one year to 
another. The rate could be higher in one year and lower in 
another in case of a partial failure of monsoon. 

This five percent rate of growth in agriculture requites 




detailed planning and the timely provision of necessary 
facilities to the farmer. The farmer has no longer 
to be coaxed into adopting newer or more modern 
methods of farming. He has had the taste of success. 
He is eager to avail himself of new technologies, imp¬ 
roved and high yielding seeds, improved implements, 
better irrigation facilities and other aids with which 
he has now become familiar. 

The government has also succeeded in evolving 
the main outline of an organisational structure which 
should take care of the needs of the prosperous far¬ 
mer and certain selected districts. This, however, 
leaves out of serious consideration the needs of a large 
bulk of the peasantry which owing to small or un¬ 
economic holdings are unable to reap the benefits of 
improvements in agricultural techniques. The docu¬ 
ment on the Fourth Plan prepared by the Planning 
Commission has referred to this grave omission. 
If this omission is not rectified we would see in the 
rural areas the spectacle of a few becoming richer and 
the many being left in the cold shade of neglect. 

Once this rate of growth in agriculture is taken 
care of it is felt that a rate of growth of eight to ten 
percent in industry should be a practical proposition. 
This is a hope which has to be supported by a wealth 
of statistics and a detailed breakup of the whole 
scheme of industrial development in the next five years. 

Apart from the difhculties facing us in the avail¬ 
ability of the right order of internal resources, there 
is also the question of external help. The prospects 
of external help on a scale we consider adequate for 
our needs are far from bright. Mor is the target we 
have fixed for annual increase in our exports easy to 


achieve. All this can be a cause for despondency but 
it can also act as a spur to self-reUance or at any 
rate a serious and purposeful effort to exploit to the 
full the indigenous talent and all the new skills we 
have acquired in the past seventeen years. 

We do not think we can get definitive answers to 
all the problems of planning in the difficult phase 
through which it is passing before we have the firm 
outline of the Fourth Plan. The Planning Commission 
can at best indicate the direction in which we have to 
move, the rate of growth we have to achieve and the 
sources which yield the necessary order of resources. 
Behind it all is the need to develop the necessary poli¬ 
tical will to achieve certain minimum results. This 
would call not exactly for the obliteration of polit¬ 
ical differences among parties but the evolution of a 
broad consensus on the approach to a Plan, the basic 
targets and the order of priorities. 

The resources question has to be tackled in a more 
purposeful and resolute way. While a certain amount 
of uncertainty would remain it is necessary to give 
the public a firm indication of where the additional 
resources are to come from. The plan document 
contains broad hints but these need to be worked into 
a firm policy both at the Central and State levels. Tt 
is here that the main weakness of our planning lies. 
A meeting of the N.D.C. or a smaller body to tackle 
just this weakness might yield some hopeful results. 
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Notes and Comments 


CONGRESS VICTORY IN HARYANA 

The results of the midterm poll in Haryana have 
demonstrated that the heart of the voter, even of those 
so unsophisticated as in Haryana, is still sound. The 
Haryana voter has proved to be adult and discriminat¬ 
ing. The sound commonsense of the ordinary people 
has administered a well deserved reprimand to the 
defectors. Many of those who had abjured all 
political and party principles and had defected for 
personal profit have been humbled. While it is true 
that the high-priest of defection, Rao Birendra Singh, 
has not met with his deserts his party—the Vishal 
Haryana Party—has not fared half as well as it ex¬ 
pected . 1 ts victories have been confined to the personal 
strongholds of Rao Birendra Singh. In other places 
it has been rejected. It is alleged that at places it 
has not been beyond using pressure and terror, 
particuhiUy against the pro-Congress Harijan voters 
and prevented them from going to the polls. 

In Haryana, the Congress has won a hard won 
victory. The challenge posed by the disunited 
opposition was formidable. The Congress has played 
its cards with consummate skill. The decision of the 
Central leadership not to have any truck with the 
defectors and to keep some controversial personalities 
out has paid dividends. Moreover, at every stage the 
Central leadership has asserted itself and exercised 
control. The people of Haryana have demonstrated 
that they have respect for the Congress and its policies. 
There is nothing wrong with the Congress ideology. 
The message of Haryana is that the Congress can 
regmn its strength. 

The real reason for the defeat of the non-Congress 
parties in Haryana is the nun-performance of the Rao 
Birendra Singh's ministry and the blame attached to 
alt those who joined or supported it. After the night¬ 
mare of corruption and defection, the people in 
Haryana wanted political stability and progress. The 
Congress correctly guaged this widespread feeling. 
The people in Haryana were disenchanted with the 
non-Congress misrule. 

By routing the Jan Sangh and the Swatantr^ the 


people have rejected the right extremists and their 
policies. The dream of the Jan Sangh to become 
the largest single Party in the State has been shattered; 
likewise Swatantra’s gamble for emerging as a spokes¬ 
man of the ‘Kulaks’. These, together with the rtgec- 
tion of the large number of Independents, the most 
fluid element in the game of defection, are signs of 
returning political health. 

The main task of the Congress in Haryana is to 
provide a stable government and to take up threads 
of economic development. For this it needs a stable 
and compact ministry able to keep itself aloof from 
pressures and pulls. The unanimous choice of the 
Chief Minister augurs well. If between now and the 
midterm polls in the coming winter in West Bengal 
and U.P., the Congress succeeds in giving a stable 
government to the State and honestly tries to make up 
the leeway in economic development, it will have a 
tonic effect psychologically in making for Congress 
revival 


THE N.D.C. MEETING 

The meeting of the National Development Council 
called to discuss the Planning Commission’s note on 
the Approach to the Fourth Plan and other related 
matters has come in for some very caustic comments 
not all of which are either well intentioned or well 
deserved. In fact much of the criticism is motivated 
depending on one’s attitude to the idea of planning. 

Neither were the deliberations of the NDC so 
nebulous as to be dubbed ‘non-decisions*. Nor b 
it true to say that the most important decision of the 
meeting was not the expected approval of the ‘Ap¬ 
proach’ document but the disapproval to r^e 
resources for the Fourth Plan through fresh taxation. 
To do so is to miss the point. The Council approved 
of a 5 percent annual rate of growth in agriculture. 
This is a very definite objective. By approving it 
the CouncU gave the green signal to the Planning 
Commission to go ahead with the formulation of the 
Fourth Five Year Plan with agriculture as its kingpin 
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and to dovetail other schemes of development into 
this framwork so as to secure a 5 per cent overall 
growth. 

No doubt there were differences in the Council on 
the ways and means to raise resources for the Plan. 
But these differences cannot be interpreted to mean 
lack of will to raise Plan resources as such. The 
differences were confined to methods. The public 
sector undertakings also came in for their share of 
criticism for the failure to provide adequate returns 
on the huge investments made in these undertakings. 
But a demand for a more efficient functioning of the 
public sector undertakings is not the same thing as a 
demand for dismantling of these undertakings. Nor 
is it illegitimate to demand that these undertakings 
should provide increasing surpluses to augment Plan 
resources as an alternative to increasing taxation. 

The Council also threw up a number of other sug¬ 
gestions the most important of which are the Prime 
Minister's plea for an unequivocal approach to taxa¬ 
tion in the rural sector; Dr. Gadgil’s suggestions 
for floating rural debentures; and Dr. V.K.R.V. Rao’s 
suggestion for a special meeting of the Planning 
Commission to discuss long-term perspective planning 
with a view to secure certain minimum standards for 
the people. 

The Planning Commission’s approach is frankly 
conceived within the existing socio-political and insti¬ 
tutional framework. It tries to achieve a certain 
minimum level of growth by reviving the economy. 
Hence the deliberate omission of any reference to 
socialism. 

The debate on the Plan has been resumed. The 
Planning Commission’s ‘Approach’ document marked 
the first stage. The NDC discussions constitute the 
second. It has brought into the open certain issues 
of Indian planning. To the extent the debate becomes 
purposeful and is extended to larger numbers it would 
help in Plan formulation. 


KAVAL ELECTIONS 

It would be foolhardy to speculate on the outcome 
of the coming midterm poll in U.P. in February next 
on the basis of the trends revealed in the elections to 
the four corporation towns viz. Kanpur, Agra, Vara¬ 
nasi and Lucknow. There are many more towns in 
U.P. and there is the vast majority of the rural 
electorate. Yet, the KAVAL elections are significant. 

A period of ten years has passed since elections 


were last held in these cities in 1959. Much has hap¬ 
pened during the interregnum. The State has wit¬ 
nessed a general election in 1967, in which the Jan 
Sangh had emerged as a force to be reckoned with. 
It was the dominant partner in the SVD ministry in 
Uttar Pradesh formed after the elections. This 
experiment in administration has not proved to be 
particularly happy. The verdict in Lucknow is an 
index of disenchantment with the Jan Sangh. Luck¬ 
now’s electorate had seen the Jan Sangh performance 
in office at close quarters and has registered its 
disapproval. Moreover, the Lucknow Corporation 
was also previously dominated by the Jan Sangh. 
From 26 members its strength has been reduced to a 
miserable seven in the Lucknow Corporation while 
the Congress has increased its strength from a mere 
13 to 32. 

The Congress has also improved its overall posi¬ 
tion. It has increased its strength from 79 in 1959 
to 91. The Congress has improved its position by 
remaining in oppossion. The functioning of the SVD 
government has brought about disillusionment and 
the prospects Congress revival are bright. The 
entry of Triloki Singh into the Congress along with 
his followers has further served to strengthen the 
Congress. While the Congress has fought the elec¬ 
tions as a more united party than in the past the consti¬ 
tuent of the erstwhile SVD did so singly and not a 
United Front. This has contributed to their rout. 

In the industrial city of Kanpur the Jan Sangh lags 
for behind the Congress. The Congress has captured 
35 seats while the Jan Sangh has secured only 9. 
In Agra too, the Jan Sangh’s chances of forming an 
administration might be baulked by the Republicans 
who are not overenthusiastic about upper caste 
orthodoxy. 

The Jan Sangh has been able to preserve and in¬ 
crease its strength thanks to a hard core of dedicated 
workers despite its unsavoury record in office. The 
message which the party members carry is the more 
important thing ultimately. The large number of 
votes which the Jan Sangh got in the last general 
election was a resentment vote. In the coming elec¬ 
tions the resentment vote might go against the Jan- 
Sangh and possibly in favour of the Congress. If 
the Congress shows discrimination in selection of 
candidates and skilfully utilises the failure of the SVD 
administration it can swing the voters in its favour 
and persuade them to give the Congress one more 
chance now that they have seen what a united front 
alternative to the Congress means in practice. 
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Nehru as a Philosopher 

B. K. Mishra 


Our generation is too much a part of the Nehru 
era to judge Nehru in a broad historical perspective 
as to the nature, extent and significance of his contrib¬ 
ution to the mainstream of human thought and 
progress. Yet a vast literature has grown up about 
him interpreting him variously as a valiant fighter 
for India’s freedom, a world statesman, a messen¬ 
ger of peace and what not. But never has a philosoph¬ 
ical study been made of this man who constitutes 
the greatest single influence, next only to Mahatma 
Gandhi.^ on the life and culture of the Indian people 
and through them on the entire enchained humanity. 

The purpose of this paper, therefore, is to ascer¬ 
tain whether Jawharal Lai Nehru is a philosopher. 
This ascertainment is proposed to be made not by 
carving out an outline of bis philosophy as such but 
by establishing a defence of the proposition ‘Nehru 
is a philosopher’ despite a spectacular absence of 
an academic treatment by Nehru of some of the so- 
called essential aspects of philosophy—Metaphysics, 
Epistemology, Logic, etc. 

This task of ascertainment will mean arriving at 
a judgement about a man. And judgement implies 
a clear statement of criteria or standards of judgement. 
The act of judging, even when the critierion is precise 
and well-defined, does not necessarily exclude possi¬ 
bilities of error but judgement becomes all the more 
difficult when the criterion is amorphous, reflecting 
every change in circumstances. Judging a man as 
to his being a historian or a botanist is relatively easy 
but judging whether a man is a philospher is very 
much fraught with chances of error. 

The Criterion 

The question whether Nehru is a philosopher, 
therefore, leads to a criterion question, 'what must 
there be in a man in order that he may be described 
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a philosopher? And this in turn leads to a still 
more fundamental question, ‘what is philosophy?’ 
To this day philosophy has hardly admitted to any 
precise, objective, universally acceptable definition.^ 
Its role in all ages has aroused fierce controversy; its 
boundary with other branches of knowledge always at 
d spufe atd its utility is mostly a matter of opinion.* 
That the matter and form of philosophy is so much 
susceptible to change renders the task such as the 
one undertaken in this paper extremely difficult and 
the product of this endeavour far from certain. 

However, a justification for a quest as to whether 
an individual is a ‘philosopher’ does emerge from 
there being a particular type of knowledge or ques¬ 
tioning or attitude described near unanimously as 
‘philosophy’ right from the ancient past to this day 
and those contributing to that knowledge as ‘philo¬ 
sophers’. 

But the very question ‘whether Nehru is a philoso¬ 
pher’ may appear quite strange to some, specially 
those in whose mind Nehru’s image is that of a man 
never trained in philosophy. But mere lack of acade¬ 
mic training and an absence of the routine flavour of 
philosophising do not constitute a sufficient ground 
to dismiss Nehru’s claim to be a philosopher. In 
the realm of thought the situation is paradoxical— 
the more you are trained in it the less capable you 
become for contributing anything original to it. Prof. 
William Henry Walsh attributed the philosophi¬ 
cal stagnation after Hegel to “The fact that many 
of them (philosop/ ers after Hegel) were professional 
teachers in Universities, well acquainted with the 
work of past philos phers’’.* Most of the great philo¬ 
sophers of the world and more so that of the East 
have grown up out of the precincts of academic dis¬ 
cipline. Philosophy as propounded by an academi¬ 
cian w'U be more of a prototype of the past than a 
new amivoach to man's ever-changing problem 
of adjustment with bis fellow-men and the Universe. 

Another very characteristic preoccupation 
those going by tiie name of ‘philosophers’ bus been 
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to provide a well-drawn-out metaphysical structure ot 
the Universe. In Indian philosophy, the Upanisads 
and the later systems are full of it; in Western philoso¬ 
phy, the ancient Greeks were pioneers in this direc¬ 
tion. This system of waving a logically sound uni¬ 
verse reached its zenith in Hegel and found its echo 
even in some of the contemporary philosophers. On 
this score of metaphysical speculation, Nehru docs 
not seem to have made any remarkable stride towards 
his claim to be a philosopher; yet, his claim is some¬ 
how carried over by a record of a few spectacular 
dissent from this tradition. A philosopher as great 
as the Buddha maintained silence over metaphysical 
questions on the plea of the suffering of man being 
his first concern.® In recent times philosophers like 
A.J. Ayer, Rudolf Carnap, B. Russell, G.E. Moore 
have rejected Metaphysics on various grounds such 
as on its being unverifiable, non-experimental, etc. 

But the absence of Metaphysics in Nehru should 
not be interpreted as complete denial of it. Nehru 
admits that at times Metaphysics has a great appeal 
for him. In spite of this appeal when Nehru did 
not go beyond the world of appearance and activity 
he was at times becoming an agnostic like Immanuel 
Kant and at times like Socrates, the Buddha and 
August Comte finding man and his environment to 
be the all-consuming concern of any useful thought.® 
This was the most appropriate philosophy for a people 
thrown into centuries of inaction, indifference and 
consequent slavery by occasional other-worldly tinge 
of ancient Hindu thought at a time when they were 
busy breaking the shackles of slavery, Nehru, in 
rejecting Metaphysics and bringing back world to 
significance, was asserting the reality of man and 
infusing life and confidence into his activity. 

The world whose reality Nehru so passionately 
asserted did present mysteres to him and quite in 
tune with his being a philosopher he did have desire 
to break the veils of that mystery" yet, his way to 
understand that mystery was not speculation but the 
metho 1 of sciences.® Thus, the absence of traditional 
Metaphysics is not due to the absence of a philosopher 
in him but rather to the presence of a new one more 
in tune with the scientific temper of this age. 

An Enquiry into the Nature of Reality 

To a student of contemporary philosophy the 
works of Nehru— The Glimpses of World History, 
Autobiography, The Discovery of India, etc.—would 
rarely appear to be philosophical masterpieces rather, 
sometimes, would not appear to be philosophical at 
aU. The reason is that we have moved away firom 
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the practi<% of viewing philosophy as a generid 
attitude towards life and the world. Today, philo¬ 
sophy has become highly technical and in many cases, 
ident'eal with the analysis of Language of Symbolic 
Logic, which might have appeared to Nehru as trivial 
in face of the tremendous philosophical impact he was 
to make on the entire enchained humanity in the 
form of awakening to freedom, dignity and prosper¬ 
ity.® On the shores of the Meditaranean in Asia 
Minor of the sixth century B.C., philosophy was born 
at the hands of Thales not as a solution to the intri¬ 
cacies of language but as an inquiry into the nature 
of reality. The great philosophers of Upanisads 
had meditated on and performed experiments for 
centuries not with the conceptual and linguistic jar¬ 
gon but with the truth as such with a view to satisfy 
the eternal curiosity of man to know himself, the 
universe around him and his place in that Universe. 
Though logical analysis occupies a major portion of 
philosophisaing in the Western world today and it 
has brought philosophy far away from its own old 
themes, yet it is gradually realized that...“some at 
least of the old metaphysical questions have reap¬ 
peared in slightly alter^ form, even in the more strict 
inquiries of logical analyst.”^® “In the end the 
supreme interest of philosophy is in man, and the 
meaning of his life to himself and to the Universe^*.” 
Nehru addressed himself to this basic philosophical 
aspiration of man. 

The first part of this paper, thus, deals with how 
the truth of the proposition ‘Nehru is a philosopher' 
stands the spectacular absence of some of the com¬ 
monly found preoccupations of philosophy. And 
it is in the second part, which follows, that some 
positive foundations of the above proposition have 
been discussed. 

The Cult of Action 

“The philosophers”, said Ludwig Feuerbach, 
“have only interpreted the world, in various ways; 
the point, however, is to change it.”i* But long be¬ 
fore Feuerbach realized the need of incorporating in 
the meaning of philosophy this new role of changing 
the world, it was already a characteristic feature of 
Indian thought. Ic is in the very essence of Indian 
philosophy to search for its culmination in actions 
corresponding to it.'* Even a well thought-out 
philosophy is incomplete unless it is well-lived. And 
a well-lived philosophy is worth much thimgh it may 
not be well-thought. There are numerous instances 
of philosophers who were taken in high esteem^* 
by virtue of their living what they thought im^pective 
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of the rattooal sotindness of their thought. In 
Bhagawat Geeta the cult of action--seIf-less action 
according to one’s station in life—is advocated to be 
one of the paths leading to the realization of the 
highest^'*. Jawaharl Lai Nehru is a philosopher in 
this context of the meaning of philosophy—a philoso¬ 
pher more in the role of precipitating change than 
weaving sterile speculations. “The call of action has 
long been with me; not action divorced from thought, 
but rather flowing from it in one continuous sequence. 
And when, rarely, there has been full harmony between 
the two then 1 have sensed a certain fulness of life 
and a vivid intensity in that moment of existence.’’**' 

In India unlike that in the West, philosophy has 
been inseparately mixed up with religion and ethics 
which is evident in every thought being required to 
conform, in order to be complete, to speech 
and action.’’ qr'srr : Action here is 

on two counts. An individual thought must 
have cor'esponding action and second it must also 
bring about change in the life pattern of the people 
around i.e., must precipitate similar action in other 
men. Whereas in the Western thought, philosophy 
has seldom to do anything with the conduct of the 
men philosophising or with its impact on the people 
of that age. Plato’s philosophy of Justice was at 
no time taken to be vitiated by his acceptance of the 
institution of slavery in the social structure of Athens. 
Bishop Berkeley’s philosophising led him to empir¬ 
ical atheism though in actual conviction he was an 
avowed believer in God. Agnosticism, the result 
of the celebrated Critique of Pure Reason of Im¬ 
manuel Kant was so very incompatible with the con¬ 
tention of his own Critique of Practical Reason*. 
A philosophy which is to become the philosophy of 
the people can ill-afford to be merely intellectual, 
as Western philosophy more often is. It should take 
into account the emotional realities of man so that 
it can motivate people to act accordingly. Nehru 
was a philosopher in conformity with this aspect of 
Indian thought and he comes to the scene “... as 
a humble seeker after truth'^tnd as one who has 
continuously struggled to find the way, not always 
with success to fit action to the objectives and ideals 
that he has held.*’*^ 

Nehru’s Claim 

Looking at the problem from a historical pers¬ 
pective, we find that India experienced in a period as 
short as only the fint half of the twentieth century 
changes, rather revolutions, political, social, cultural 
aiui moral grater in dimeiision and consequence 
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than what it ever had in over a thousand yean after 
the fall of Prith' iraj Chowhan. But to what are tiiese 
changes to be ascribed? Man’s ideas about himself and 
attitude to his place in the world ( round play the most 
decisive role in keeping a people either responsive 
to the call of wordly progress, prosperity and honour 
or becoming indiiferent to this call to the extent of 
becoming inactive, other-worldly and fatalist. The 
beginning of the twentieth-century India needed a 
philosophy appropriate to arouse a people from a 
thousand year old slumber, ideas powerful enough to 
induce a long stagnant nation to action. And in 
such an endeavour at philosophical rejuvenation of 
a whole people the first step which must precede all 
others is man’s faith in himself and his capabilities.’ 
Nehru wrote, “The future is dark, uncertain. But 
we can see part of the way leading to it and can tread 
it with firm steps, remembering that nothing that can 
happen is likely to overcome the spirit of man which 
has survived so many perils; remembering also that 
life, for all its ills, has joy and beauty, and that we 
can always wander, if we know how to, in the en¬ 
chanted words of nature’’(Z)Mcoverv of India, p. 19). 
Also Nehru’s scientific approach, humanitarian out 
look, utilitarianism and cult of action together with 
the Gandbian continuity with the past, his vigour, 
and asceticism provided an action oriented philo¬ 
sophy resulting in great changes in different spheres 
of the life of the nation. 

“Philosophy,” said Plato, “begins in wonder’’ and 
for Rene Descartes, in universal doubt. Nehru’s sense 
of wonder*® was profound and his scientific temper 
pregnant with considerable scepticism.*** But where¬ 
as wonder led Plato to degrade this world as the world 
of shadows and fly to an inexperieiusible world of 
Ideas, and doubt in Descartes gave way ultimately to 
belief in things which he doubted to l^gin with, the 
same wonder and doubt in Nehru ascribed to man 
and his world a status of reality^** and generated 
in him (Nehru) a passion for incessant work to better 
this man and this world.^* As a great departure 
from the Upanisadic tradition he asserted tW the 
man is great not because he is Brahman but because 
he is a man.®s 

Denial of or even doubt in God as the moral 
governor and also the continuity of self on one hand 
and assertion of the reality of man and his world on 
naturalistic or utilitarian grounds on the other, cast 
a shadow of doubt as to the nature of the end of life 
and means to attain that end. But Nehru, though 
a common sense realist, rejecting the other-worldly 
fruits of mo/id aetkm as ontologically luicertain did 
not lose night of the need for an ethically pure li£b. 
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He asserts with Mahatma Gandhi that it is not enough 
to have good ends, it must, in order to remain go(^, 
be pursued with equally good means. “Even if the end 
is right but the means are wrong, it will vitiate the end 
or divert us in a wrong direction. Means and ends 
are thus intimately and inextricably connected and 
cannot be separated.”** and this philosophy of 
Nehru about man, and man’s relationship with 
fellow men became more or less the philosophy of 
the masses of India. 

Will it be proper at this stage to conclude that 
Nehru is a philosopher as he has in him an element of 
wonder, a sense of doubt, a notion about man and 
his place in the universe, or as he has pondered over 
certain ever-cropping questions about man and the 
universe which, being inexperiencible, science cannot 
answer and theology answers in too definite a manner 
to be accepted by any speculative man."* A reply 
in aliirmative, though natural and near correct is 
not without uncertainty and possibility of a contrary 
opinion. But this problem arises not only when this 
particular proposition is under study, rather it is an 
eternal problem encountered by every historian of 
philosophy at the time of deciding who is a philoso¬ 
pher and who is not one. This is so becaue the diffe- 
rentia of a philosopher is not so exclusive, and the 
intellectual traits characteristic of a philosopher are 
present in some form or the other in every man what¬ 
soever. As philosophy grows out of life and its 
problems, “every one who lives, if he lives at all re¬ 
flectively, is in some degree a philosopher.”-® 

Nevertheless, tradition has conferred the recogni¬ 
tion of being called ‘philosophers’ on only a very 
microscopic minority of men. So contradictory seem 
to be these two positions—that every one is basically 
a philosopher yet only a few are recognised as such! 
And« probably, in reconciliation of these two apparen¬ 
tly irreconciliable positions lies an answer to the ques¬ 
tion ‘who is a philosopher’? Though every one has 
a philosophy—a curriosity, a view of the truth and an 
art of life—yet only those whose philosophy turns to 
be representative of and also a guide to the philosophy 
of masses of men are ‘philosophers’. What made 
Plato and Hegel, Sankar and Ramanuj philosophers 
was not the presence in them of some qualitatively 
distinct intellectual faculty unknown to non-philoso¬ 
pher men but their attaining greater sharpness in 
vision of truth and devising more harmonious ways 
of life than the average men of their generation. 

Judged by the same yardstick, Jawahar Lai Nehru, 
though in the eyes of the world only a freedom-fighter, 
an astute politician, a world-statesman and a great 
Prime Minister was in the depth of his being a philoso- 
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pher*® whose thou^t became the guide-liiM of his 
generation and whose ideas revolutionised the oppres¬ 
sed, long-enslaved Afro-Asian world. 
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Economics of Bullock Power in the Hills 

of Uttar Pradesh 

S. C. Tewari 


Bullocks constitute the chief motive power in the 
hills of Uttar Pradesh. These work animals are 
utilised from the stage of preparation of land for crops 
to threshing of agricultural produce. The present 
study was conducted in Almora a district of Uttar 
Pradesh with the following main objectives: 

(1) To find out the proportion of draught animals 
to livestock held, and area commanded by a 
pair of bullocks on selected holdings. 

(2) To find out the extent of utilisation of bullock 
labour in different size of holdings. 

(3) To find out the cost of maintenance of a pair 
of bullock the and cost of bullock labour day 
in different size of holdings. 

Almora is one of the four districts of the Kumaon 
division of Uttar Pradesh. It lies in the northeast 
corner of this administrative zone. The cultivated 
area, as percentage of geographical area of the dis¬ 
trict, is 12.54; while about 87.46 per cent of the total 
area is not available for cultivation. According to 
the 1961 livestock census, milch and draught cattle 
are cows, she-buffaloes and bullocks of three years 
and above, these constitute about 75 per cent of the 
total cattle population. The cattle population per 
100 acres of the net cultivated area is about 234 in 
the district. The number ef bullocks per 100 acres 
of net cultivated area is about 67 or 0.67 per acre. 

Methodology 

The Almora district was stratified into 17 
Mocks and 5 blocks were selected on probability 
proportional to population of the blocks. From the 
S blocks thus selected, two villages were selected 
on probability proportional to the population of the 
villages. In each of the selected villages a complete 
houselisting was done and the families having agri* 
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culture as their main occupation, were selected from, 
each village with a probability proportional to size 
of the holding. 

Thus a sample of 100 cultivators was interviewed. 
The number of cultivators interviewed in the different 
size of holding was as follows: 


Size of farm No. of farms 


1 . 

0.50-below 1.50 acs. 

40 

2. 

1.50-below 2.50 acs. 

30 

3. 

2.50-below 3.50 acs. 

10 

4. 

3.50-below 5.00 acs. 

10 

5. 

5.00 acs. and above. 

10 


Total 

100 


Distribution of Livestock 

Table 1 gives the average number of draught 
cattle, milch cattle and other livestock per farm by 
different size of farms. 

The number of draught cattle held in the selected 
farms, formed 34.38 per cent of the total number 
of livestock held. It is evident from the above that 
as the size of the farm increases, the number of live¬ 
stock kept also increases, but not in the same ratio 
as the increase in land. The number of cattle heads 
owned is considered as a sign of prestige in the area. 
Cow dung is the chief organic manure which compels 
cultivators to keep large number of heads so that they 
may be self-sulficient in organic manure. The size 
of cattle of the region is very small in comparison 
to that of plains. The draught animals are used 
for agricultural operations only and they are not 
used as pack animals due to the topography of the 
area. On an average, the number of draught cattle 
was 0.72 per acre of the cultivated area of the farm. 
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Table 1 

NUMBER OF DRAUGHT, MILCH AND OTHER LIVESTOCK PER FARM 


Farm Size 

Av. size 

Distribution of livestock 

'lers 

Total 

livestock 

Area 

commanded 
by pair of 
bluttock 

No. of 
draught 
animal per 
acre 

Draught 

Milch Oil 

0.50-bclow 1.50 

1.15 

1.20 

1.45 

0.40 

3.05 

1.90 

1.04 



39.34 

47.54 

13.12 




l.SO-bclow 2.50 

1,90 

1.77 

2.14 

1.00 

4.91 

2.14 

0.99 



36.05 

43.58 

20.37 




2.50-bc‘ow 3.50 

2.84 

1.80 

3.16 

1.20 

6.16 

3.16 

0.62 



29.22 

51.30 

19.48 




3.50-bclow 5.00 

3.80 

2.30 

3.33 

1..30 

6.93 

3.33 

0.«) 



33.19 

48.05 

18.76 




5.00 and above 

6.05 

2.30 

3.50 

1.75 

7.55 

5.26 

0.38 



30.46 

46.36 

23.16 




AH Farms 

2.29 

1.69 

2.27 

0.88 

4.80 

2.76 

0.72 



34.38 

41.29 

18.33 





It is evident from Tabic I that as the size of holding 
increases, the number of draught cattle per acre 
decreases. The area commanded by a pair of driiught 
cattle came on an average as 2.76 acres. 

The distribution of draught animals in different 
size of farm has been further analysed. Table 2 shows 
the number of draught animals kepi by different size 
of holding. 


Table 2 

NUMBER OF DRAUGHT CATTl.E 


Size range 


No. of draught 

cattle 


1 

2 

3 or more 

0.50-below 1.50 

32 

8 

. 

1.50-bclow 2.50 

8 

21 

1 

2.50-below 3.50 

2 

8 

— 

3.50-below 5.00 

— 

7 

3 

5.00 and above. 

— 

7 

3 

Overall 

42 

51 

7 


It is evident from Table 2 that more than 50 per 
cent of the farms kept one pair of bullocks, while 
more than 7 per cent of the total farms kept more 
than one pair ol bullocks. Forty-two per cent of the 
farms having size range below 3.50 acres kept only 
one bullock and they carried on their agricultural 
operations in partnership with other farmers who 
also kept one or three bullocks. This system is 
locally known as ‘Palta System*. 

Employment of Bui.iock Labour 

In this region bullocks arc used for agricultural 
operations only, i.e., for the preparation of field and 


threshing of the agricultural produce. The working 
days of a pair of bullocks per annum and their break¬ 
up have been examined in Table 3. 

Tabli; 3 

DI.STRtBUTION OF ANNUAL BULLOCK LABOUR AND 
UTJLISATtON OF BUI.LOcK LABOUR DAYS PFR 
ACRE 


Size rang 

Utilisation of 
labour 

Total 
bullock days 

Utilisation of 
bullock labour 


Own £v- 
farm change 

unemployed 

Total 

day.sjacre 

0.50-below 1.50 

30 

11 

41 

324 

22 

1.50-bclow 2.50 

38 

4 

42 

323 

19 

2.50-below 3.50 

59 

2 

61 

304 

19 

3.50-bclow 5.00 

65 — 

65 

300 

20 

S.OO and above 

67 

67 

298 

12 

Overall 

48 

2 

50 

315 

17 


The number of days a pair of farm bullocks was 
employed per annum increased with the increase in 
the size of holding. A pair of bullocks was engaged 
on an average of 67 days a year on the farms in the 
largest size group. The smallest size of farms kept 
a pair of bullocks busy for 41 days in a year. This 
suggested that bullocks on the larger size had to do 
about \\ times more work than those of the smaller 
size of farms. Thus, the available bullock labour 
in the smaller size of holding was underutilised. 
Despite less work, a cultivator on small holding had 
to maintain some draught animal in order to be 
self-sufficient in conducting the farm operations. 

In the present sample, bullock labour employed 
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for productive purposes tended to increase with inc- 
[reasejin tbe'size of holdings. This was so because 
there was more work to be done by the bullocks on 
account of larger area under cultivation. When we 
analyse it per acre basis, we find that utilisation of 
bullock labour was higher on the small-si/ed farms 
in comparison to larger ones. The reason for this 
can be atttributed to the fact that the area command¬ 
ed per pair of bullocks was higher in comparison to 
large-sized farms. The other reason for this was 
that on small-sized a farms, due to lack of land and 
no alternative opportunity of work for bullocks, 
used more of it on their land than normally required. 
The utilisation of bullock labour per acre in the 
largest size group of farms was about 45.46 per cent 
of that in the lowest size group of farms. 

The practice of exchange of bullocks was common 
in this area, specially at the lime of field preparation 
and threshing of the produce. In smaller size group, 
about 80 per cent of the total bullock cmploynient 
was furnished by mutual exchange, because in this 
size group, the farmers generally kept one bullock 
and exchanged it mutually with other farmers on the 
terms of equal day and hours of work done on each 
farm. Hiring of bullocks was not a common practice 
in the area. 

Monthwlsk Disiribution Of Bull(x:k Labour 

Monthwise distribution of bullock labour is given 
in Table 4. 


Tahi.e 4 

MONTHWISfi DISTRIBUTION OJ' WORK IN AVERAGL 
HOLDING 


Month 


Days 

July 


4 

August 



September 


— 

October 


14 

Novemver 


2 

December 


— 

January 


— 

February 


— 

March 


8 

April 


6 

May 


6 

June 


10 

50 


The busiest months for bullocks was October 
when Rabi crops were sown and Kharif crops were 


harvested. Other, important months from the view 
point of working days of bullocks were March, May 
and June. In March, sowing of potato and threshing 
of wheat and barley were responsible for heavy enga¬ 
gement of bullocks. In May and June field prepara¬ 
tion for Kharif crops requires heavy utilisation of 
bullocks. 

MAlNir.NANCli AND WORKING Co.SI' OF A Pa»R OF 
Buliocks 

'I he mainteiuincc cost of bullocks includes ex¬ 
penses on fodder (green and dry), concentrates and 
labour charges on their upkeep, depreciation or 
appreciation, interest on working capita! and 
miscellaneous charges. Receipts such as income 
from dung and hire charges have been deducted from 
total maintenance cost. The maintenance cost cal¬ 
culated In this manner divided by the total number of 
days in the year gives the maintenance cost per day, 
and maintenance cost divided by number of bullock 
labour days, gives the working cost per pair of bullocks. 

The cost of maintenance per annum and per day 
and working cost per day is given in Tabic 5. 

TAm.E 5 

cosr OF MAINTFNANCE OF BULLOCKS IN DIFF- 
ERF.NT SIZKS OF HOLDINGS PER ANNUM AND PER 
DAY AND WORKING COST PER DAY 


(/« Rupees) 


Size range in 
acres 

Maintenance cost 

Working cost 

Per annum 

Per day 

per day (8 hrs) 

0.50-bclow 1.50 

213.75 

0.75 

6.55 

1.50-below 2.50 

270.10 

0.74 

6.40 

2.50-bclow 3.50 

357.55 

0.98 

5.77 

3.50-be!ow 5.00 

347.75 

0.95 

5.27 

5.00 and above 

390.55 

1.07 

5.76 

All holdings 

306.60 

0.84 

6.05 


The anuual maintenance cost of a pair of bullocks 
increased with increase in the size of holding. This 
is because as the size of holding increases, good 
quality of bullocks were kept and better attention 
was paid regarding their feed and upkeep. Cattle 
of this area arc mostly fed with paddy straw, which 
is locally known as ‘Paul’ throughout the year. 
Wheat bhma is not customarily fed to cattle. Con¬ 
centrates in the form of mixture of some pulses and 
grains arc given to them during the peak season only. 
Oilcakes and other concentrates are rarely fed to the 
cattle in this area. During the slack season, bullocks 
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are sent for grazing in the early morning, and in the 
evening they are given paddy straw or hay. 

The average cost of maintenance per pair of bullo¬ 
cks in smaller size of holding was Rs. 275.75 P. per 
annum i.c., 75 Paise per day. The cost of maintenance 
of a pair of bullocks on large size was Rs. 390.55 P. 
per annum, i.e., Rs. 1.07P. per day, which is more 
than 1.5 times in comparison to smaller size of 
holding. 

The cost of bullock labour day or working cost 
per day of a pair of bullocks decreases as the size 
of holding increases. The average cost of bullock 
labour per day was Rs. 6.55 in small-sized farms, 
while it was Rs. 5.77 in large-sized fartiis. The 
reason for this is that bullocks in large-sized farm 
had been engaged on the farm for larger number of 
bullock labour days in comparison with farms in 
the lower size groups. The overall average cost of 
bullock labour per day was Rs. 6.05 

Summary and Conclusion 

The draught animals comprised almost 35.48 
per cent of the total livestock maintained by the farms. 
On an average a pair of bullock commands 2.76 acres 
which is almost 0.49 acre more tlian the average size 
of holding. This indicates that bullocks, were urtder- 
employed on the farms. On an average, a pair of 


bullocks was engaged for 50 days on the farm for 
different agricultural operations. The employment 
of bullock labour tend^ to increase as the size of 
holding increases. The unemployment of available 
bullock labour had a negative relationship with size 
of holding. A pair of bullock was on an average 
unemployed on a farm for 315 days in a year. The 
cost of maintenance of a pair of bullock increased 
with the increase ofthe size of holding. On an average, 
the maintenance of a pair of bullock was 0.84 per 
day, while the cost of bullock labour day was 
Rs. 6.05 per day. 

The study reveals that a pair of bullocks is more 
engaged when the harvesting and post-harvesting 
operations of one season crops overlap the sowing 
operation of the other season crops. It is not 
utilised during the other periods. Better utilisation 
of the available bullock labour may be brought about 
reducing the workload during the peak season and 
providing more work during slack season. Demand 
for bullock labour may be more easily distributed 
over the whole year by inducing the farmers to adopt 
more appropriate cropping pattern for their farms. 
The new cropping scheme might include more in¬ 
tensive crops and increase the intensity of cropping 
on individual farm. Increase in the cropping 
pattern would obviously increase the demand for 
bullock labour during the whole year. 


NEHRU AS A PHIIOSOPHER 
{Continued from page 10) 

1J. John H. Muirhead, The Use of Philosophy, p. 44. 

12. As quoted by Karl Marx in his “Thesis on Feuerbach.” 

Mars’Engeh Selected Works. Vol. II, p. 367 

13. In Buddhism and Jainism, light conduct is given no less 
importance than right knowledge. Right knowledge must 
necessarily be followed by Right conduct. 

In Indian Philosophy, observes Prof. S. Radhakrishnan. 
“Every doctrine is turned into a passionate conviction, stirring 
heart of man and quickening his breath.” 

Indian Philosophy, p. 27, Vol. 1 

“Philosophy” says Kaulilya, “is_the means of performing 

all the works, and the support of all the duties.” 

As quoted by S. Radhakrishiian in Indian Philosophy 

p. 13. Vol. I 

14. TIte Bhagavadgita Verse 19, 20. Chap. Ill 

15. Verse 10, II of Chapter Xlll— The ^agavadgita. 

16. J.L. Nehru, Discovery of India, p. 8 

Also “. . .our ideals were in confirmity with Our actions. 
. .. And there can be no greater satisfaction to an individual 
than when there is such a synthesis of thought and action in 
him. Then he becomes for the moment an integrated individual 
and he functions with power and strength and without doubt.” 

Jawahar Lai Nehru’s Speeches, p. 408 

17. Jawahar Lai Nehru in his address to the Columbia 
University, New York, October 17, 1949, p. 398. 

Jawahar Lai Nehru’s Speeches 1949-53 

18. “Or, perhaps we cannot iron the barrier, and the 
mysterious will continue to remain the mysterious, and life with 
all its changes will still remain a bundle of good and evil, a 
succession of conflicts, a curious combination of incompatible 
and mutually hostile urges.” 

Jawahar Lai Nehru, Discovery of India p. 19 

19. . .there was a vast unknown re^on all around us, 


science, with its magnificent achievements knew little cnougli 
about it.. .” “Science does not tell us much, or, for that 
matter, anything about the purpose of life.” 

J.L. Nehru, Discovery of India, p. 12 

20. “How amazing is the .spirit of man!_ Play thing of 

natures mighty forces, less than a speck of dust in this mighty 
universe, he has hurled defiance at the elemental powers, and 
with his mind, craddlc of revolution, sought to master them. 
Whatever Gods there be, there is something godlike in man, 
as there is also fomcihmg of the devil in him. 

J.L. Nehru, Discovery of India, p. 19 

21. “Essentially, I am interested in this world, in this life, 
not in some other world or a future life.” 

J.L. Nehru, Discovery of India, p. 13 

22. “Already he stands as a giant among men.. .not so 
much because of men’s faith in him, as because of the greatness 
of his own faith in man.” 

Edgar Show, Nehru Abhinandan Cranth, 1949. 

“It has always seemed to be a much more magnificent 
and impressive thing that a human being should rise to great 
heights, mentally and spiritually, and then seeking to raise 
others up, rather than that he should be a mouthpiece of a 
divine of superior power.. .”, Discovery of India, p. 61 

23. Jawahar Lai Nehru’s Speeches, p. 399 

24. “Almost all the questions of most interest to specula¬ 
tive minds are such as science cannot answer, and the confident 
answers of theologians no longer seems so convincing... 
The studying of these questions if not answering of them, Is the 
business of philosophy.” 

Bertrand Russell, A History of Western Philosophy, 
pp. xiii-xiv, Simon & Schuster pubUcatwn 

25. Cunningham, Problems of Philosophy. 

26. “Nehru not only knew wisdom once and remembers it, 
but he has himself become a man of wisdom.” 

Vincent Shean, as quoted in As Amerlea Remembers 
J.L. Nehru, p. 9, U.S.I.S. 
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One of the objectives of the Third Five Year Plaa was 
to have an increase in national income of over 5 per 
cent per annum; but the average increase over the 
period was 2.49 per cent. Yearwise the growth rate 
in national income was; 


1961- 62 

1962- 63 

1963- 64 

1964- 65 

1965- 66 


2.98 per cent 
1.73 per cent 
4.88 per cent 
7,57 per cent 
--4.21 per cent 


Over the Third Pian period agricultural production 
declined by I;32 per annum*. The following is the 
index of agricultural production : 


Per cent change over 
previous year 

1961- 62 1.83 

1962- 63 —5,04 

1963- 64 3.71 

1964- 65 10.80 

1965- 66 —17.91 

Over the entire planning period national income at 
1960-61 prices rose by 3.3 per cent per year, per 
capita income by 1.2 per cent, agricultural production 
by 2.4 per cent and industrial production by 6.5 
per cent. Except for one year, i.e. 1964-65, agricultural 
production did not show any substantial increase and 
large imports of foodgrains continued. As against 
the target of 100 million tons of foodgrains production 
by 196S-66, the quantum of production in that year was 

Dr. K.K. Sharma is University Grants Commission Professor 
ia COmmeroe, Meerut Coll^, Meerut. 

• See Fourth PWi,“InflatioaWhhoutGTOwth’*, Nov. t966 
Table 2, p. 10 


about 78 million tons. The Fourth Plan envisages 
foodgrains production for the country at 120 million 
tons annually. This indicates the vast leeway to be 
made to secure self-sufficiency in foodgrains produc¬ 
tion in the country. 

For this purpose, fertilisers, improved seeds im¬ 
plements and other inputs are necessary to increase 
agricultural production. Cooperative processing 
and cooperative marketing and the introduction of the 
crop loan system on a wide scale are necessary. The 
cooperative credit structure has to be rebuilt and 
strengthened in respect of resources, personnel and 
procedures. An efficient structure for cooperative 
marketing and processing has to be built up in con¬ 
junction with cooperative credit. Provision has to 
be made for cooperative godowns and consumers 
cooperative stores have to be organised and managed 
properly. Industrial cooperatives have to be develop¬ 
ed. In the Fourth Plan, greater emphasis must be 
placed on consolidation and on eliminating the weak¬ 
nesses, while a viable cooperative credit structure has 
to be created. 

With these objectives in view, the Industrial Policy 
resolution of 1956 aimed at building up, inter alia, 
“a large, and growing cooperative sector.” Accord¬ 
ing to the Resolution, “the principle of cooperation 
should be applied wherever possible and a steadily 
increasing proportion of the activities of the private 
sector developed along cooperative lines,” 

The Fourth Plan provides an outlay of Rs. 206 
crores for the development of cooperation as compared 
with an outlay of about Rs. 76 crores provided for the 
Third Plan period. At the end of June 1964, coopera¬ 
tive societies covered about 83 pr cent of the villages in 
Uie country as compared with a coverage of about 75 
per cent at the end of June 1961. The percentage of 
rural population touched increased from 24 per emit 
to 33 pm cent during the pmiod. By the end of the 
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Fourth Plan, it is expected that the membership of 
primary agricultural societies will be 45 million. 
Cooperatives will cover 75 per cent of the agricultural 
families and all the villages in the country. 

The development of agriculture requires the pro¬ 
vision of adequate credit facilities. The Reserve 
Bank of India as the organiser of currency and credit 
in the country and as the lender of the last resort is 
charged with the task of developing the cooperative 
credit structure of the country along sound lines. 

Historical Retrospect 

The Bank submitted two reports in 1936 and 1937 
according to which the entire finance required by 
agriculturists in India was supplied by money lenders, 
the assistance by the cooperative movement being 
negligible. This finance being subject to high rates 
of interest and the money lender not being interested 
directly as to how the agriculturist borrower made use 
of the funds, the Bank suggested legislation to regulate 
money lending. The cooperative movement was 
considered the best agency for the supply of agricul¬ 
tural finance. The cooperative movement in India had 
not come up to expectations, but it could play its 
proper role in supplying credit facilities to the rural 
sector of the economy provided it was reconstructed 
and revitalised. Thereafter, the cooperative organisa¬ 
tion was subjected to procedural and administrative 
reforms in various states and it enjoyed increased 
statutory credit facilities from the Reserve Bank. The 
All-India Rural Credit Survey, 1954, however, pointed 
out that inspite of all this, the agricultural credit 
machinery continued to remain broadly the same as in 
the middle ’thirties. According to the Survey, 
co-operatives supplied a little more than 3 per cent of 
the total borrowings of cultivators; while the money 
lender and the trader lent more than 70 per cent of what 
the cultivator borrowed. The Surv(^ summed up 
the position of agricultural credit by saying that it 
’’falls short of the right quantity, is not of the right 
type, does not serve the right prupose, and, by the 
criterion of need often fails to go to the right people.** 

The Committee recommended that rur^ credit 
must be directed towards improved productivity. It 
must meet the long, medium and short-term needs 
and be supervised and made available to all who are 
creditwor^y at moderate rates of interest. It re¬ 
commended that conditions should be deliberately 
created in which cooperative credit would have 
reasonable chance of success. For this purpose, 
it recommended the setting up of an integrated 
structure of the cooperative movement based cm 
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three fundamental principles, viz., state partnership 
at different levels; fhll coordination between credit 
and other economic activities, specially marketing 
and processing; and administration through trained 
personnel responsive to the needs of the rural 
population. The Reserve Bank has a special role 
to play in this scheme of rural credit. 

financial Assistance by the Reserve Bank 

There is provision for short-term, medium-term 
and long-term credit from the Reserve Bank to the 
cooperative credit societies so that finance may pass 
on to the cultivators for productive purposes at 
reasonable rates of interest. Under sections 17(2Xa), 
(b) and (bb), there is provision for rediscouitts from 
the Reserve Bank to state cooperative banks, while 
advances can be granted under section 17(4Xc) 
against eligible bills and under section 17(4Xa) against 
trustee securities. Section 17(2)(b) provides for 
rediscounting of promissory notes and bills drawn for 
financing seasonal agricultural operations or the 
marketing of crops for 15 months, though in practice, 
the period does not ordinarily exceed 12 months. 
Mixed fanning and processing of crops come under 
the purview of this Section. Section 17(2Xbb) 
provides for rediscounting of promissory notes and 
bills maturing within 12 months and drawn for financ- 
cing the production or marketing activities of cottage 
and smdl-scaie industries approved by the Bank, 
provided the repayment of the principal and the pay¬ 
ment of interest of such instruments is fully guaranteed 
by the State Government. Section 17(4Xd) provides 
for advances against the security of eligilble bills of 
exchange and promissory notes, but for a long time, 
it remained inoperative in the absence of licensed 
warehouses in the country. Advances are panted 
under Section 17(4Xc) to cooperative banks repayable 
on demand against the security of eligible bills of ex¬ 
change and promissory notes. These instruments 
must carry the guarantee of the State Governments. 
These advances are repayable on demand, but ordi¬ 
narily the Reserve Bank does not exercise this right 
for 12 months from the date of advances. 

The Bank grants medium-term loans to the State 
cooperative banks from the National Agricultural 
Cre^t (Long-Term operations) and the National 
Agricultural Credit (Stabilisation) Funds and long¬ 
term loans to central land mmtgage banks from the 
National Agricultural Credit (Long-Term operations 
Fund). The Reserve Bank also grants long-tnm 
loans to state Governments to enable them to purchase 
the share capital of coiqierative banks. 
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The Bank hzis undertaken to make agricultund 
finance avmlable to the rural sector on a more liberal 
scale and at cheaper rates. It makes short-and 
medium-term advances to state cooperative banks at 
a concessional rate which is 2 per cent below the Bank 
Rate. The concessional rate since February 1965 
has been 4 per cent. This rate applies to finance for 
seasonal agricultural operations or marketing of crops 
in respect of short-term loans and for agricultural 
purposes in the case of medium-term advances. 
Advances for other purposes are made at the Bank 
Rate. 

The concession has been in force since 1942 when 
the Bank Rate was 3 per cent and the concessional rate 
in respect of credit for the marketing of crops was 2 
per cent. In 1944, the scheme was extended to cover 
seasonal agricultural operations. In, 1946, the rebate 
was raised to U per cent and in 1951, the Bank 
Rate was raised to 3^ per cent, the concessional 
rate being retained at 1^ per cent, i.e. 2 per cent 
below the Bank Rate, where it stands today. 

Medium-term loans are granted by the Bank 
from 15 months to 5 years. The Bank began to grant 
medium-term loans in February 1955 for a period of 
3 years, but 25 per cent of the loan can be sanctioned 
up to 5 years 2 pe cent below the Bank Rate on 
government guarantee and on the security of pro¬ 
missory notes of the borrowing central cooperative 
banks or societies. Subsequently, it was also decided 
to assist the state cooperative banks to finance 
small and medium cultivators for purchasing shares 
in cooperative sugar factories. For this purpose, 
the Reserve Bank grants medium-term advances for 
a period of not less than 15 months and not more 
than 4 years at the Bank Rate. They are to be 
guaranteed by the state Governments concerned 
regarding repayment of principal and interest. 

In 1948, the Reserve Bank undertook to contri¬ 
bute up to 10 per cent of the debentures floated by 
central land mortgage banks on State Government 
guarantee regarding payment of principal and pay¬ 
ment of interest. In 1950, Bank’s contribution was 
raised to 20 per cent.^ 

CoopfiRAnvfi Credit 

The credit granted by the cooperative societies 


1. la 1953, die Bank agreed upon a scheme of joint contri¬ 
bution to the debentures of land mortgage banks up to 40 per 
cent the issue or the short fall in puUic subscription, which¬ 
ever was less. The scheme for joint purchase was, however, 
discontinued In 1956 as die Second Plan made no provision for 
long-term agricultural credit Iqr the Ooverxunent of bidia. 
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has increased substantially since 1956. In 1951-52, 
the annual borrowinp of the cultivators for the whole 
country were estimated at Rs. 750 crores, of which 
3.1 per cent was the contribution of the cooperative 
societies. In 1961-62, the total borrowings of culti¬ 
vator households were estimated at Rs. 1034 crores, 
of which the amount of credit provided by coopera¬ 
tives came to Rs. 267 crores or 25.8 per cent to the 
total borrowings of cultivator households.^ 

The increase in the volume of credit has been 
substantial; but its incidence is very uneven. This 
is indicated in Table 1.^ 

Table 1 

LOAN TRANSACTIONS OF PRIMARY COOPERATIVE 
SOCIETIES, 1962-63 

(In Rupees thousand) 


StateslUnion 

Territories 

Total Loans 
Outstanding 

Percentage 
to total 

Over dues 

Andhra Pradesh 

59,10,23 

10.6 

8,09.90 

Assam 

2,61,99 

0.5 

1,42,99 

Bihar 

10,45,23 

1.8 

2,18,38 

Gujarat 

50,16,54 

9.0 

8.82,62 

Jammu and Kashmir 

1,80,69 

0.3 

53,95 

Kerala 

12,64,61 

2.4 

2,16,32 

Madhya Pradesh 

32.64,70 

6.0 

8,85,06 

Madras 

74,27,60 

13.3 

5,00,41 

Maharashtra 

1,21.56,59 

22.0 

22,31,10 

Mysore 

38,62,89 

7.0 

12,19,25 

Orissa 

12,21,21 

2.3 

2,82,62 

Punjab 

26,02,75 

5.0 

6,60,63 

Rajasthan 

8,81,15 

2.0 

2,25,87 

Uttar Pradesh 

53,85,81 

9.8 

7,75,75 

West Bengal 

44,64,92 

9.0 

2,59,08 

Andaman and Nicobar 



Islands 

1,44 

— 

75 

Delhi 

4,04,27 

0,7 

19,71 

Himachal Pradesh 

35,76 

— 

14,15 

Manipur 

15,58 

— 

12,18 

Pondichery 

67,65 


3,18 

Tripura 

19,35 


14,24 

Total 



95 , 1^,74 


The above table shows: 

1. The total amount of loans outstanding came 
to Rs. 555 crores or about 50 per cent of the total 
borrowings of cultivator households in 1961-62. 

2. From the point of view of loans granted the 


2. Fourth Five Year Plan; A Draft Outtjine, p. 136. 

3. Prq^ared from Abstract Table IV, p. 7, Stattstkal 
Statements Rebthtg ta Cooperative Movement In India, 1962-63, 


17 



movement is developed in Maharashtra, Madras, 
Andhra Pradesh, Gujarat, U.P., etc. 

3. Overdues constituted about 17 per cent of the 
loans outstanding. In Assam and Rajasthan, the 
percentage of overdues to loans outstan^ng is high. 

Judged with reference to the proportion of coopera¬ 
tive credit to the total estimated borrowings of culti¬ 
vators in 1961-62, the position was 55 per cent in 
Maharashtra, 41 per cent in Gujarat and 31 per cent 
in Madras. In states like Assam, Bihar and Rajas¬ 
than, it did not exceed 10 per cent. In other states, 
it did not exceed 30 per cent.‘ Cooperative loans 
are generally given against the mortgage of land and 
this is a very unsatisfactory feature of the movement. 

Further, there is the inadequacy of owned re¬ 
sources, specially deposits. In 1963-64, the total 
deposits of primary agricultural credit societies were 
of the order of Rs. 26 crores or only 5.9 per cent of 
their working capital, the deposits per society and 
per member being Rs. 1,243 and Rs. 11 respectively. 

The average working capital per head of popula¬ 
tion of all cooperative societies was Rs. 38.65 for all 
states. Table 2 shows the working capital per head of 
population for 1962-63 for various states.^ 


Tabi.e 2 

WORKING CAPITAL PER HEAD OF POPULATION 


Rs. per head 

Andhra Pradesh 

43.17 

Assam 

13.91 

Bihar 

6.98 

Gujarat 

93.97 

Jammu and Kashmir 

16.93 

Kerala 

23.16 

Madhya Pradesh 

30.21 

Madras 

66.79 

Maharashtra 

96.28 

Mysore 

51.51 

Orissa 

21.44 

Punjab 

41.16 

Rajasthan 

15.86 

Uttar Pradesh 

24.25 

West Bengal 

20.44 


Bihar, Assam, and Rajasthan are at the bottom 
in this respect, indicating undeveloped state of co¬ 
operative movement in them. 

It has been estimated that the total short-term and 
medium-term credit in the last year of the Fourth 
Plan would be about Rs. 650 crores. In adidition, 

4. Fourth Five Year Plan’. A Drrft Outiine, p. 136 

5. Prepared from Abstract Table II, p. 3, Statistical 
Statements Relating to the Cooperative Movment in India, 1962-63. 
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the Reserve Bank will have to meet the credit needs 
of members of cooperative societies for the high>- 
yielding varieties programme. In 1965*66, primary 
cooperative societies were estimated to provide 
Rs. 400 crores for short-term and medium-term credit 
for which cooperative banks are assisted by the 
Reserve Bank. The short-term credit made available 
by the Reserve Bank of India has sharply increased 
in recent years. In 1951-52, the short-term credit 
limits sanctioned by the Reserve Bank at a conces¬ 
sional rate of interest which is now 2 per cent were 
Rs. 12.40 crores. 

This is indicated in Table 3.® 

Table 3 

SHORT-TERM CREDITS SANCTIONED BY THE 
RESERVE BANK 
(/« Rs, Crores) 


Year 

Advances 

Outstandings 

1951-52 

12.40 

6,45 

1960-61 

147.11 

89.41 

1961-62 

192.92 

122.80 

1962-63 

220.28 

134.22 

1963-64 

301.56 

135.59 

1964-65 

283.49 

148.63 

1965-66 

293.44 

161.72 

1966-67 

330.94 

170.68 


The distribution of the Reserve Bank of India 
loans to the State cooperative banks indicates the 
differing growth of the movement in states. This is 
indicated in Tabic 4 for 1962-63.^ 

Table 4 shows that resources from the Reserve 
Bank arc utilized by the state cooperative banks 
mainly in Maharashtra, Madras, Gujarat, and Andhra 
Pradesh, whereas states like Rajasthan, Orissa, 
West Bengal, Kerala, Assam, are urutble to take 
advantage of the facilities because of the undeveloped 
state of the cooperative movement. 

The outstandings of long-term credit loans at the 
end of 1965-66 reached Rs. 150 crores, thus fulfilling 
the Third Plan target. During the Fourth Plan, fresh 
loans by land banks are expected to reach Rs. 300 
crore level. The Reserve Ba^ and other institutions, 
will have to give support for fhlfilling this target. 

The Reserve Bank of India should reconsider the 
basis of fixing credit limits for the state cooperative 
banks. The same may be related to paid-up capital, 
reserves and deposits of banks. The Reserve Bank of 

6. Prepared from statement 12, Reserve Bank of India 
Bulletin, June 1967. 

7. Prepared from statement No. 4 Statistical siatemenis 
relating to the cooperative Movement in India 1962-63, 
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Table 4 

STATEWISE DISTRIBUTION OF RESERVE BANK 
LOANS TO COOPERATIVE BANKS 

(/» Rs, Crores) 


Loans from ihe Reserve Bank of India 
State brawn Outstanding 

Andhra Pradesh 

16.55 

13.68 

Assam 

. 

_ 

Bihar x 

0.60 

0.72 

Gujarat 

17.61 

11.98 

Jammu and Kashmir 

0.20 

0.23 

Kerala 

3.22 

3.19 

Madhya Pradesh 

10.88 

11.24 

Madras 

42.75 

27.90 

Maharashtra 

68.31 

22.26 

Mysore 

9.43 

9.33 

Orissa 

2.87 

2.81 

Puiyab 

7.61 

7.73 

Rajasthan 

4.54 

4.17 

Uttar Pradesh 

18.67 

15.83 

We.st Bengal 

3.08 

3.16 

Total 

211.26 

138.86 


India should also control the rate of interest at which 
finance reaches the ultimate borrower and this should 
be reduced. 


' Q)NCLUSW)N 

The Rural Credit Survey Committee in 1954 held 
that cooperation had failed, but it must succeed. 
The cooperative sector is growing and it is making 
progress in almost all its facets viz., credit, marketing, 
consumption, production, etc; but its progress is 
uneven in different fields and in different states. It 
can help a great deal in capital formation so that a 
portion of rising level of income generated in the rural 
sector may also be saved and be available for the 
planned development of the economy of the states. 

In Rajasthan, cooperatives have not made as much 
progress as in states like Maharashtra, Gujarat, 
Madras, Kerala, Madhya Pradesh, etc. Per capita 
deposits of societies, disbursement of loans, credit 
limits with the Reservj BSigk and their utilisation, the 


development of marketing, etc. are all facets of the 
movement in which Rajasthan is much behind other 
states. 

In fact, in agriculture, in the development and 
organisation of cottage arid smatl-scaie indtutfies, in 
marketing and in the sphere of consumption, coopera¬ 
tion has a very important part taplay. - The-prospects 
of cooperative irrigation in Rajasthan have got to be 
explored to assess its impact on agricultural yield. 

Credit and raising of funds is the sine qua non 
of the development of all forms of cooperation. The 
Reserve Bank of India is providing facilities of short¬ 
term, medium-term and long-term credit but there 
must be cooperative organisation to take advantage 
of same. The crop loan system must replace the 
lending of funds against the security of land to the 
Cultivators. The basis of fixing credit limits for state 
cooperative banks from the Reserve Bank of India 
should be related inter alia, to deposits of the coopera¬ 
tive banks. . .. 

The Reserve Banks's surveys are very useful, but 
in this connection, the state governments must ex¬ 
plore the possibilities of the development of coopera¬ 
tion in their respective states. In this connection, they 
can seek the help of universities and big educational 
in undertaking field surveys about different facets of 
cooperation in different regions. These surveys, 
scientifically conducted, will provide the basic material 
to serve guidelines for the development of the move¬ 
ment along healthy lines. 

Rajasthan is a backward state in respect of co¬ 
operative organisation. Hence sute and per capita 
income is lower than in many other states. It is, 
therefore, necessary that great atttention should be 
paid to the management and organisational aspects 
of the movement in this state with a view to provide 
the guidelines for the development of the movement in 
its various facets. It is then that the basic objectives 
of cooperation, namely, better living, better business 
and better farming can be realized and the impact of 
planned economy on the life of the masses can be felt 
in a greater measure. 
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DUNLOP EXPORTS 

REACH 

Rs. 2.27 CRORES 

A New 

Record in Tyre Exports 


Dunlop India's exports in 1967 reached 
a new record of Rs. 2.27 crores—an 
increase of 65% over the 1966 figure 
of Rs. 1.38 crores. This is the first 
time a tyre company in India has 
exceeded the Rs. 2-crore mark in 
export. 

■ Dunlop India’s exports represented 
62% of the total exports of ail tyre 
manufacturers in India. 

■ In the highly competitive hard 


currency areas, Dunlop India’s exports 
increased by 118%—toRs.1.63 crores. 
■ Dunlop India exports to over 40 
countries including theU.S.A.,the U.K. 
and the U.S.S.R. The export drive has 
now been extended from automotive 
tyres, cycietyres and rims to industrial 
products, and a market for transmis¬ 
sion and vee belts has been opened 
in the Far East, and for hoses in the 
Middle East. 
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^ DUHTLOP MNniA 

—keeping pace with Indians Export Drive 
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Asian Development Bank and India 

D.S.R. SaEMa ano G.S. Baba 


The problems of almost all the underdeveloped 
countries which are members of the Asian Develop¬ 
ment Bank are more or less similar. All these coun¬ 
tries face a fundamental disequilibrium in the balance 
of payments. The Myrdal thesis of a high proportion 
of population employed in the primary sector still 
holds good in most of these member countries. 
Countries like India and Pakistan have not attained 
a state of scientific and technological maturity as to 
give a fillip for the primary sector. Not only that a 
high proportion of population is dependent on the 
primary sector but that the exports from this sector 
constitute meagre source of augmenting foreign 
exchange earnings. Added to this they have also not 
achieved any sustained increase in the production of 
industrial output due to capital deficiency and 
paucity of technical skill and talent. 

India in spite of fifteen years of planned effort 
and government induced investment, still presents 
the characteristics of an underdeveloped economy. 
The per capita income is only of the order of Rs. 
325 in terms of 1948-49 prices. So among the 
nations of Asia, India still lags behind. 

If India is to r ttain the standards of living of at 
least the developed countries of Asia, though not of 
the continent, it has to take stock of three important 
aspects assuming that other things remain constant: 
(c) the launching of an agricultural revolution; 
(6) sustained increase in the acceleration of industrial 
output; ' nd (c) utilising these above two forces 
for wiping out the balance of payments deikit. 
It is the objective of this paper to attempt as 
to what are the areas for finance by the newly consti¬ 
tuted Asian Development Bank and how far the 
A.D.B. can make a real contribution in solving the 
jH'oblems of underdeveloped member countries in 

Shri D.S.R. Sarma is a University Giants Commission 
Junior Research Fellow, Deptartment of Economics, Sri 
Venkateswara University, Hiupati (A.P.I. 

Shri GJS. Baba b Research Schoiar, Department of 
Economics. Sri Venkateswara University, Tirupati (A.P.) 
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general, and India in particular, within the limitations 
of its resources. 

A Landmakk in Asian Regional Cooperation 

The Asian Development Bank is the latest among 
the itemational financial Institutions and its entry 
marks a land mark in the field of Asian regional co¬ 
operation for development. The setting up of the 
Bank is regarded as a mark of international financial 
statesmanship in the field of development banking. 
The concept of regional cooperation to tackle growth 
IMToblems is not new in the twentieth century. Such 
institutions existed in the U.S. in the shape of the 
Inter-American Development Bank and in Africa in 
the form of the African Development Bank. The 
ECAFE was also established with the object of 
promoting regional economic cooperation to jointly 
serve the needs of several countries in the r^ion. 
The International Bank for Reconst uction and 
Development (I.B.R.D.), the International Monetary 
Fund (I.M.F.), the International Financial Corpora¬ 
tion (I.F.C.) and International Development Asso¬ 
ciation (I.D.A.) were the main international agencies 
for providing capital to the capital hungry countries 
prior to the establishment of the Asian Development 
Bank (A.D.B.). 

Evolution 

The A.D.B. was the result of long cherished efforts 
of the ECAFE countries which for the first time met 
at Manila in 1963 and conceived the idea of a multi¬ 
national cooperative developmimt agency. Ultimately, 
the Bank was inagurated at Tokyo in December 1966 
and since then it has started functioning. The member¬ 
ship of the Bank is of two kinds: (/) regional members 
belonging to the ECAFE region; (//) non-regional 
members other than from the ECAFE region. 
The major subscribers to the Bank In the group of 
re^onal members are Japan, India, Iran, Philippines, 
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Pakistan etc. In the non>regional group, the U.S.A. 
stands first. The total working capital for the Bank 
runs into £ 1,100 millions made up of the contribu¬ 
tions from both the regional and non-regional mem¬ 
bers. The important countries from the point of view 
of contributions are U.S.A. ^ 2(X) million, Japan $200 
million, and India £ 90 millions, Iran $ 60 etc. 

Objectives as per the Charter 

The main objectives of the A.D.B. which can be 
derived from its Charter are: (<j) to promote invest¬ 
ment in the ECAFE region of public and private capital 
for “development purposes”; (b) utilise the available 
resources for financiiig development which has 
significance for harmonious economic growth; (c) to 
assist the members in coordinating their devel¬ 


opment policies and plans in order to achieve better 
utilisation of these resources, make thdr economies 
more complimentary and promote orderly expansion 
of their foreign trade, in particular intra-regional 
trade ; (d) to provide technical knowhow; and (e) 
to cooperate with the U.N. and other agencies which 
are concerned with investment of development Binds 
in the region. 

Loan Policy of Bank 

With the above objectives in mind, the Bank has 
to provide long-term finance for accelerating economic 
growth. The Bank’s constitution makes provision 
for meeting two types of operations, namely, 
financial and non-financial. In the sphere of finan¬ 
cial operations, the most striking feature, as embodied 


Tabu; 1 

SUBSCRIPTIONS AND VOTING STRENGTH IN THE ASIAN DEVELOPMENT BANK 


Countries 

Miliion 

Dollars 

% of total 
Subscription 

Proportional 

votes 

Basic votes 

Total votes 

Percentage of 
Total 

REGIONAL MEMBERS 
Afghanistan 3.35 

0.34 

336 

869 

1,205 

1.03 

Australia 

85.00 

9.1 

8,500 

869 

9,369 

7.99 

Cambodia 

3.00 

0.3 

300 

869 

1,169 

0.99 

Ceylon 

8.25 

0.9 

852 

869 

1,721 

1.47 

Taiwan 

16.00 

1.7 

1,600 

698 

2,469 

2,11 

India 

93.00 

9.9 

9,300 

869 

10,169 

8.67 

Iran 

60.00 

6.4 

6,000 

869 

6,869 

5.86 

Japan 

200.00 

21.3 

20,000 

869 

20,869 

17.79 

S. Korea 

30.00 

3.2 

3,000 

869 

3,869 

3.29 

Laos 

0.42 


42 

869 

911 

0.78 

Malaysia 

20.00 

2.1 

2000 

869 

2,869 

2.45 

Nepal 

2.16 

0.2 

216 

869 

1,085 

0.93 

New Zealand 

22.56 

2.4 

2,256 

869 

3,125 

2.66 

Pakistan 

32.00 

3.4 

3,200 

869 

4,069 

3,47 

Philippines 

■ 35.00 

3.7 

3,500 

869 

4,364 

3.73 

S. Vietnam 

7.00 

0.7 

700 

869 

1,569 

1.34 

Singapore 

4.00 

0.4 

400 

869 

1,269 

1.08 

Thailand 

20.00 

2.1 

2,000 

869 

2,869 

2.45 

W. Somalia 

0.06 

•• 

6 

869 

876 

0.75 

Sub Total 

642.08 

68.2 

64,208 

16,511 

80.719 

68.84 

NON-REGIONAL MEMBERS 
Belgium S.OO 

0.5 

500 

869 

1,369 

1.17 

Canada 

25.00 

2.7 

2,500 

869 

3,369 

2.87 

Denmark 

5.00 

0.9 

500 

869 

1,269 

1.17 

W. Germany 

30.00 

22 

3,000 

869 

3,869 

3.29 

Italy 

10.00 

1.1 

1,000 

869 

1,969 

1.S9 

Netherlands 

11.00 

1.2 

1,100 

869 

1,869 

1.68 

U.K. 

10.00 

1.2 

1,100 

869 

1,869 

1.59 

U.SA. 

200.00 

21.6 

20,000 

869 

20,869 

17.79 

Sub total 

296.00 

31.6 

29,600 

23,463 

36,562 

31.15 

Grtuid Total 

938.08 

100.00 

938.08 

23,463 

1,17,271 

100.00 


Source: Commerce, July 1966, p. 118 
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in Article 11 and Article 14(1) of the Chartw is that it 
should (o) make direct loans to member countries; 
and (A) lend to specific projects in member countries 
which have direct impact on generating economic 
growth. The Bank should also tackle non-financial 
problems in underdeveloped countries of Asia by 
invigorating and developing capital market and finan¬ 
cial institutions; by supplying knowhow on the 
technical and economic feasibility of high priority 
growth generating projects; and supply skilled 
management to promote and direct industrial enter¬ 
prises. The backbone for meeting the financial and 
nonfinancial operations is provided by the capital 
of both the regional as well as non-regional members. 
Table 1 gives a picture of the relative capital contri¬ 
butions of regional and non-regional membeers. 

Criteria for Loans 

Table I poses two problems: (/) whether loan policy 
should be viewed on the basis of the capital contri¬ 
bution and the voting power of the members; or (iV) 
on the basis of stage of the economic development and 
the regional importance of a specific project of a 
country. If the former were to be the criterion, the 
U.S.A., Japari'and India would influence policy mak¬ 
ing decisions as (hey happen to be the largest contribu¬ 
tors to the Bank. The U.S., Japan and Australia 
put togeher have 51.7 per cent and 43.57 per cent of 
contributions and voting power respectively. Perhaps 
this may be the reason for Prof. Hircn Mukherji to 
say that the U.S.A.and some other countries would in¬ 
fluence the policy decisions of the Bank and through 
it the economics and politics of Asia. The Communists 
raised the bogey of American conspiracy and 
advocated that India should not become a member of 
the Bank, Prof. Hiren Mukhetji once said, “I am sorry 
that the government has swallowed that bait which 
they (Americans) have put forward”.^ 

Prof. Hiren Mukherji is at liberty to think that 
assistance from an international financial agency 
with less economic and pdfitical strings is better than 
constant dependency for foreign aid on the U.S.A with 
grave political and economic strings. But are we to 
isolate ourselves at every particular point and advocate 
the doctrine of untouchability in international 
relations rather than give wider scope for understand¬ 
ing in economic policies even among countries with 
diflfo^ent political idelogies ? 

It is still more dangerous to depend incessantly 
upon bitateral aid agreenmnts or economic contracts. 


1. Commree, June 1966, p.ll. 
JvfieJ, 1968 


In'ajituation of either'clash of political ideas oir on 
any other account, contracts fail to be executed by the 
parties concerned. Moreover, in re^nt times, even 
though official bilateral loans have improved since 
1960, in absolute amount this factor has been out¬ 
weighed by the decline in the share grants and grant¬ 
like contributions in the total official bilateral capital 
flow. There was a sharp decline in the grants and 
grant-like contributions from 70 per cent in 1960 
to 52 pr cent in 1965.^ So it is a question of multi¬ 
lateral distribution of the aid burden of developing 
economies. This, however, should not be interpreted 
as a ban against the execution of bilateral agreements 
or trade contracts. 

What the Bank Can Do for India 

The Charter of the Bank in Article 2, no doubt prov¬ 
ides for priority selecti<m of loan applications but 
omits the type of project to be assisted. Here it 
must be recognised that each country has got its own 
problems, its own plans of development with its 
own priorities. For a country like India, the main 
problem to be tackled is the food problem by bringing 
about a revolutionary change in Indian agriculture. 
If so, in such a context what can be the role of the 
A.D.B.? 

If the objective, as mentioned in the charter is that 
the A.D.B. stands for stimulating development by 
makig capital investments would it not be wise to 
direct the channel of funds to such immediate inputs 
which generate growth and increase the productivity 
in Indian agriculture ? If Indian agricultural growth 
is understood to be the function primarily of irri¬ 
gation, electricity, fertilizer and other inputs, would it 
not be wise to pinpoint its attention for increased 
irrigation, power and fertilizer inputs? In a country 
like India where the per capita consumption of fertili¬ 
zers particularly of chemical fertilizers, is very low, 
the Bank with its wide network of members can podi 
resources, men as well as knowledge and counteract 
the forces that impede agricultural growth. TaMe 
Tabus 2 


FERTILIZER USE IN DIFFERENT COUNTRIES 


Country 

Kgs. per Hectare 

U.K. 

180 

Tuwan 

200 

Japan 

300 

Netherlands 

450 

India 

3 


Source: RegionalPtaming ForumCotderence Fapert,lio,2 
slV.U.C., March 1967, p.8. 

2. WorU Bank Report, 1965. 
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2 will give us an idea of the low level of consumption 
of fertilizers in India when compared to some of the 
advanced countries of the world. 

According to U.S. estimate^ India would require a 
total investment of $ 13.25 billions for the period 
1964>86. During the same period if population 
growth rate were to be the order of 2.8 per cent per 
annum from 1975 and if it reaches a level of854 millions 
in absolute figures, India would require 187 million 
tonnes of foodgrainsby 1986. Such a huge investment 
of $ 13.25 billions to a single sector like that 
of fertilizers would be a rather difficult phmomenon 
for India to accomplish within the plan frame work. 
The Asian Development Bank under Article 14(1) 
of the Charter can help India to formulate devel¬ 
opment plans as to howto set up and improve a ‘ferti¬ 
lizer complex* or a national power grid which give an 
impetus to agricultural growth. The assistance 
provided by the A.D.B. can be channelled either 
through experts drawn from different countries or 
through a national developmental agency. 

In either case, the objective should be that the loan 
operation must be tagged with loan performance. 
Since the A.D.B. also provides non-financial assistance 

Tables 

FERTILIZER PRODUCTION—TARGETS AND ACHIEVE- 


MENTS 

Item 

Unit 

in Plan 

Ackeive- 



target 

ment 

Chemical fertilisers 

Million Tons 



(a) Nitrogenous 

Million Tons 

1.02 

0.60 

(b) Phosphatic 

Million Tons 

0.41 

0.15 

(c) Fotassic 

Million Tons 

0.20 

0.09 

Organic Green Manures 




(a) Urban compost 




(b) Green manures (million acres) 

41.00 

21.50 


Source: Fourth Five Year Plan, A Draft Outline, p. 47, Planning 
Commission, Government of India. 


under the Charter^ it could serve as an interna¬ 
tional pool for technical personnel in varied disciplines. 
The idea of developing a regional grid or institution 
after a thorough study of the regional resources has 
already been prevalent in some countries. It is interest¬ 
ing to note here the example of the Brazillian Electric 
Power Institute.* The I.B.R.D. and I.F.C. and I.D.A. 
are channelling funds to other projects like railways, 
road transport, etc. It must be remembwed that 
not only is fertilizer consumption in India low but, 

3. President Johnson’s Report on World Food Problem, p.36. 

4.5./.A Review, 1966 July p.41. 


also that the targ^ of fertilizer production have not 
bem achieved. This was one of the main reasons for 
the failure to fulfil the targets in agriculture during 
the Third Plan. Table 3 clearly reveals that threre is 
wide gap betwera the targets and the achievements. 
Such is particularly the case with chemical fertilizers 
during the Third Plan period. The low production 
of chemical fertilizers coupled with the low consump¬ 
tion of the same establishes a case for the A.D.B. to 
make suitable financial assistance. Similar is riie 
case with the electricity targets. During the Third 
Plan, only 10.79 million KWH of power was installed 
as against the Plan target of 12.69 million KWH. 
Regional grids or institutions should be established 
by the national government which will give scope for 
the A.D.B. to extend its area of financing to these 
grids. It would be better for the A.D.B. to pay 
attention to the development of a fertilizer complex 
and a national power grid. Such a mode of financing 
would be within the meaning of the A.D.B. Charter 
which emphasises the minimising of duplication of 
effort and making the member countries’ economies 
more complementary. 

Impetus to Capital Goods Production 

The second aspect that can be considered is an 
increase in capital goods production. In an infla¬ 
tionary economy like India’s, it is a difficult task to 
invest in capital projects which have a long gestation 
period. In capital goods industries the time lags are 
generally greater, the size of the plant is bigger, the 
research involved is costlier and the rate of obso'ence 
of equipment is also higher. These factors limit the 
domestic economy from making huge investments. 
The areas for consideration are the steel, aluminium 
and chemical industries whose necessity is being 
increasingly felt. There is a wide scope for developing 
the above industries because of vast natural resources 
and raw materials. The A.D.B. through a national 
or private agency, could develop a steel complex to 
increase steel production. 

Allevutino the Balance of Payments Difficulties 

The third aspect, perhaps, the most important is 
to utilise the above two sources for rectifying an 
unfavourable balance Of payments position. Since 
several years, India is facing an unfavourable balance 
of trade wiffi France in particular, and with other 
E.E.C. countries in general. Though in absrfiute 
terms the exports from India to U.K. and EJB.C. 
countries have considerably increased during the 
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Tabu 4 

BALANCE OF TRADE OF SOME OF THE ASIAN COUNTRIES WHO ARE NOW MEMBERS OF A J>.B. 

{in million U.S. Si 


Country 

Exports 

Imports 

Excess of Imports over exports 

1961 

1963 

1961 

1963 

1961 

, 1963 

Japan 

4236 

5475 

5810 

6756 

—1574 

—1281 

India 

1386 

1619 

2264 

2058 

— 874 

— 439 

Pakistan 

400 

417 

642 

889 

— 242 

— 472 

State of Malaya 

858 

883 

728 

829 

+ 130 

+ 54 

Philippines 

499 

727 

661 

618 

— 161 

+ 109 

South Korea 

41 

67 

316 

542 

— 275 

w455 

Indonesia 

784 

696 

794 

502 

— 10 

+ 194 

Taiwan 

196 

357 

322 

337 

- 126 

+ 20 

Ceylon 

364 

364 

358 

315 

+ 6 

+ 44 . 

Burma 

220 

265 

216 

235 

+ 4 

+ 28 

Cambodia 

63 

89 

97 

107 

— 34 

— 18 

Thailand 

477 

456 

485 

586 

— 8 

— 130 


Source ; Compiled from the Far Eastern Economic Eevlew Year Book . 1965. 


Third Plan period, its percentage to total exports 
has registered a fail from 8.1 per cent to 7.S per cent 
for the E.E.C. countries and from 26.8 per cent 
to 21.1 for U.K. Apart from the food imports 
from the U.S.A. India is a major importer of machi> 
nery, spare parts, iron and steel, mineral fuels 
etc. To alleviate the unfavourable pattern of 
increasing imports, the A.D.B. should finance such 
industries where imports are a major consideration. 
Similarly, given a financial impetus for agricultural 
growth generating industries like chemical fertilisers 
and power, India could gdn more foreign exchange 
by increasing its exports of tea, coffee, jute and cotton 
textiles. Among the countries of Asia, India stands 
at a low ebb in the balance of payments position, as 
may be seen from Table 4. 

So among the important Asian countries which 
are members of the A.D.B., India is among the worst 
hit in the balance of payments deficits. The A.D.B. 
should contribute to alleviate this foreign exchange 
crisis. Trade with the sterling area countries is 
also not bright If these" hre the problems to be 
tackled by the A.D.B., it is no doubt true that its 


resources are very meagre. Therefore, there arises 
a case for additional contributions by members and 
also for admission of new countries like France and 
the U.S.S.R. as members as was suggested by the 
Bank’s Preudent. 

The A.D.B. should be viewed as an international 
agency for regional cooperation and economic deve*l 
opment in Asia. Dr. P.S. Lokanathan has rightly 
pointed out that *'Asla as an economic unit has stiU 
to prove itself,”^ and the Asian Development Bank 
is an agency for providing finance for regional 
growth in Asia. The question is one of bringing about 
economic interdependence among the Asian nations 
as against interdependence between the Asian nations 
and the former colonial powers. Care should be 
taken to see that economic interdependence does not 
lead to a new kind of economic colonialism in place 
of the old colonial relationship between the depen- 
dent countries and the metropolitan powers of the 
west. 

5, Address of Or. P.S. Lokanathan to the members of the 
Indian Economic Association on “Regional Cooperation for 
Development**, December 1967. 
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Finding out about Shaw Wallace can be profitable— 
if your buiinest interests meet with ours. 

Shaw Wallace operations cover the manufacture of 

fertilisers, agrochemicals, animal feeds, spraying 
and dusting equipment, glue, chemicals, flour, yeast, tinplate, 
and wines and spirits. We produce coal and tea; and our 
agency activities cover shipping and insurance. But Uiere's 
more in us than just size. b*s our enthusiasm for 
quality and lirM hand attention—no matter what the 

product or the service. If you want to know more 
about Shaw Wallace, get in touch with us in Cafcutta, 

Bombay, Madras or New Delhi. We are eager to tell you. 

' tHa2/tWC>IOC 


SiMMr 
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am wenct 


What does Shaw Wallace 

mean to you? 
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Performance of Investment Companies 
In India during the Plan Period 


R.M. Srivastava 


The present study seeks to measure the performance 
of tnvestment Companies in India. The performance 
will be measured in terms of profitability of the com¬ 
panies. There are different indicators of the profit¬ 
ability such as ‘Return on total funds Employed', 
‘Return on Net Wortli’, ‘Return on Share Capital.’ 
‘Yield on Share Capital,’ ‘Profit as a relation to Sales' 
etc. Primary test of earning position is provided by 
relating income to the total funds employed in the 
enterprise. This is more useful to those who are 
interested in the comparative profitability of different 
lines of industry or of different enterprises within an 
industry. It thus gives a measure of the overall 
financial success of the business without regard to 
ownership. Investors are more concerned with what 
is earned bn the capital contributed by them. Their 
judgment of the performance of the company is pri¬ 
marily based on the income they receive from the 
company and the expectation for future earnings. 
So from the view point of the investors, study of the 
return on equity, capital, return on paid-up capital, 
yield on share capital would be more useful. We 
shall, therefore, measure the performance of the invest¬ 
ment compames both from the broad economic 
point of view as well as from the view point 
of the investors. Whereas the former will be studied 
with reference to the reuturn on total capital employed, 
the latter on the basis of the return on the equity 
capital as well as return on the share capital. 

How far the performance of investment companies 
has been good or bad may be better studied by 
comparing financial and investment companies which 
are engaged, by and large in the same line of activi¬ 
ties.^ For the sake of our analysis, we shall lay down 

Shri R.M. Srivastava is Lecturer, Faculty of Commerce, 
Banaras Hindu University, Varanasi, (U.P.) 

1. The study regarding ‘Financial and investment Com'panies 
Jn India’ has been made by the Reserve Bank of India since 1957 
onwards. The study covers investment companies as well as 
other financial companies (excluding and banks and Insurance 
companies) both public and private. 
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certain broad criteria. They arc as under: 

(fl) If the profitability of investment companies 
is found to be higher than that of financial and 
investment companies, we shall regard the per¬ 
formance of the investment companies above 
normal; 

(ft) If the profitability of investment companies 
is found to be lower than that of Financial and 
investment companies, the performance of the 
investment companies would be considered 
as below normal; 

(c) And if the profitability of investment companies 
is the same as that of other financial and 
investment companies, we shall treat the per¬ 
formance of the investment companies to be 
normal. 

The present study covers 84 public limited private 
sector investment companies which have been selected 
on the basis of stratified random sampling. It re¬ 
presents 100 percent of the companies lying in giant 
and large size groups, and about 20 percent and 
10 percent in respect of medium and small size- 
groups respectively.® The performance of the 
investment companies would be studied with reference 
to three points of time i.e. 19SS-S6, 1960-61 and 
1964-65 covering 10-year period of piantung which is 
most crucial in the history of India's capital market. 

Overall View 

It may be gathered from Table 1 that the return 
on capital employed increased from S.l percent in 

2. Giant in vestment companies are those having total 
resources above Rs. one ciore; 

Large investment companies are those having Total resources 
between Rs. 50 Lakhs to 1 ctores. 

Medium investment companies are those having Total 
resource between Rs. 10 Lakhs to 50 Lakhs; 

Small comitenies are those having total resources below 
Rs. 10 Lakhs. 
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1955-56 to 6.6 percent in 1960-61. This was because 
of a larger increase in the profitability of the invest¬ 
ment companies as compared to that in their total 
assets employed. This may, in turn, be attributed to 
an increase in the volume of inconie in c,''mparison 
to the total expenditure. White the si/e of the income 
increased by about 8.9 percent per annum during 
the six-year period, the growth in total expenditure 
was about 6.9 percent. Appreciation in income was 
largely contributed by increase in the si/c of income 
from security investment. Such increase was due 
partly to the improved prolitability of the corporate 
sector and partly to appreciation in the si/c of the 
investment in the securities of sugar niiils, cotton and 
jute textiles, iron and steel and aluminium units w hich 
continued to distribute dividend at increasing rates. 
During the Third Plan period returns on total capital 
employed registered a coiiIractii.)nary tendency, the 
decline was, however, modest one. 1 he main contri¬ 
butory factor was tlie much smaller increase in the 
earnings of the companies in relation to iheir 
expenditure. A closer scrutiny of the prolii and loss 
accounts of the investtncnt companies would reveal 
that whereas the size of income increased by nearly 2.7 
per cent per annum, expenditure assumed an annual 
increase of around 5.7 per cent during the correspond¬ 
ing period. The smaller increase in the size of income 
was mainly due to income from security investmenls. 
The main factors was th.' decline in the ptolliability 
of the corporate sector. I'urtlier, incessant fall in the 
dividend rates of the sugar mills, cotton textiles, 
cement companies, paper mills, and aluminium units 
which together accounted for a larger proportion of 
the total security invest menls, coniributed to the 
modest increases in income from security investments. 
It can, thus, be observed that as compared to per¬ 
formance in the Second Five Year Plan, profitability 
of the investment companies during the I bird Plan 
period was smaller. There are two underlying reasons 
for this tendency. Firstly, income from total invest¬ 
ment advanced at a smaller rale during the Tiiird 
Plan period. It was mainly caused by fall in income 
from security investments which grew at the nearly 
13.1 percent during the 'third ['ivc Year Plan as 
against an increase of about 50.1 percent during the 
Second Plan period. It was also paitly due to decline 
in the prolitability of the corporate sector and partly 
to smaller growth in the si/c of the security invest¬ 
ments because of bearish state of the economy in 
general and sluggish industrial condition in particular. 
Secondly, the rate growth of total expenditure was 
relatively larger during the Third Five Year Plan 
than in the Second Plan. Whereas the annual rate of 


increase of the total expenditure was to the tune of 
6 percent during the Second Plan priod, the corres¬ 
ponding figure for the Third Plan period was 6.8. 
The higher growth rate was the result of relatively 
larger increases in interest charges and establishment 
expenses, which together claimed bulk of the total 
expenditure. 

As regards return on equity capital, Table 1 shows 
that it was nearly 6.7 percent in 1955-56. It was 
followed by a rising tendency. This was because of 
more than proportionate increase in the size of profits 
alter tax as compared to the growth in the nctworth. 
'flic reverse tendency was, however, noticed in the 
subsequent years with the result that the return on 
equity capital recorded moderate fall. The fluc¬ 
tuations registered in respect of the return on the 
owned funds were largely the outcome of the varia¬ 
tions in the profits of the companies. 

In respect of tiie return on paid-up capital, it may 
be seen from Table 1 that it tended to rise uninterrup¬ 
tedly, registering an increase of 2.1 percent during the 
first 6-year period and 0.8 percent during the next 
four years. Despite a decline in their profitability 
during Third Plan period, investment companies 
continued to distribute dividend at increasing rates. 
This was done solely at the cost of retention of piofits 
for future purposes so that the investors may not be 
affected adversely. 

COMPXKATIVI; S I UOY 

l,el US now switch over to compare these profit¬ 
ability ratios with those of the financial and invest¬ 
ment companies. It would be noticeable from 
Table 2 that return on total capital employed in the 
case of the Jinancial and investment companies was 
about 3.8 percent during 1956-57; the same being 5.0 
percent and 4.5 percent during 1960-61 and 1964-65 
respectively. Pelurn on equity capital, on the other 
hand, was about 1.0, 4.5 and 5.7 percent respectively 
during conesponding periotl of time respectively. 
The dividend rale, which was nearly 4,9 percent during 
1956-57, went up to 7.2 percent in 1960-61 and 7.0 
percent in 1964-65. Compared to the financial and 
investment companies, profitability of the investment 
companies was higher at all points of time. This is 
the result of higher proportion of income earned on 
total iiixcsimctUs on the one hand and smaller pro- 
pol l ion of expenditure on the other while the former 
was contributed largely by income from security 
investment which, in turn, was due toHhe fact that the 
security investment, earning on which is usually 
higher in relation to other forms of investment, con- 
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stituted a much higher proportion of the total funds 
employed in the case of the investment companies as 
compared to the financial and investment companies. 
Further, the latter was mainly due to smaller propor¬ 
tion of interest charges as well as establishment 
expenses. The percentage share of the proOts after tax 
to the net worth and di\i1end rate were rclati ely 
higher in the case of the investment companies than 
in the case of financial and investment companies. 

Thus, the performance of the investment companies 
during the plan period was above normal both from 
an economic point of view as well as from theinvesti>rs 
point of view. 1^'rom this it follows that there is 
greater possibility of diversion of funds from financial 
and investment companies towards investment com¬ 
panies as investors would be increasingly tempted 
to invest heirt resources in the share capital of latter 
as they would get a higher return. These funds can 
be used to meet the financial requirements of industrial 
enterprises. Investment companies can, thus, be of 
great help in the economic and industrial development 
of the country. Existence of sound capital market 
is an essential concomitant of industrial growth. 
Indian capital market has, of couise, been strengthen¬ 
ed by the establishment of special financial institutions 
and nationalisation of life insurance companies. They 
however, touch only the fringe of financial problems 
of private sector industrial cnicrpriscs as their funds 
have been invested mostly in the public sector under¬ 
taking. The capital market is still starvetl for lack 
of institutional agencies namely industrial banks, 
investment banks, etc. which have provided adequate 
financial assistance to industrial enterprises in the 
developed countries such as the IJ.S.A. and tiic IJ.K. 
The financial requirements of the private sector enter¬ 
prises in India have been met, in bulk, by tire managing 
agency houses. These agencies, however, have bleak 
future prospects because of the government policy 
to discontinue them gradually as they are alleged to 
be associated with certain malpractices. Under these 
circumstances, the development of the corporate 
sector may drastically suflfer. We liave, however, a 
large number of investment companies whose proper 
development will be of great help in augmenting the 
supply of funds aviiilable to industrial enlcrpri.ses. 
The Government has so far been indifferent towards 
investment companies. They have largely been 
treated on par with manufacturing and trading com¬ 
panies in respect of fiscal and monetary incentives. 
Further, they are governed by the Companies Act, 
1956. For development of these companies it is 
imperative on the part of the government to provide 
suitable tax incentives in the form of tax-relief. This 
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should be made on a selective basis. Most of the 
investment companies in our country have been 
formed by the big business houses for financing the 
requirements of those companies in which these houses 
are interested. So in the case of many investment 
companies, resources were invested in quite a few 
concerns with which the management was associated 
in some capacity or the other. It would be a misnomer 
therefore, to call such companies as investment- 
companies as they arc synonymous with holding 
companies. Such companies can never be considered 
as genuine investment companies. We can treat only 
those investment companies as genuine whose invest¬ 
ment portfolio is disersified. Diversified investment 
companies are those which invest a major portion 
(75 percent) of their funds in securities of companies 
not under the same management in such a manner 
that not more than 5 percent of the total funds is* 
invested in the security issues of one company. 
Government should provide adequate tax-incentive 
to such companies. F'urther, investors of such 
companies should be provided the benefit of tax- 
cxmptlon. Income of the investors derived from the 
investment companies upto a certain limit should be 
exempted from the levy of income tax. Such provis¬ 
ions will encourage the healthy growth of investment 
ci>mpanics. It will also give a good opportunity to 
such companies to arttract more and more funds 
from the people which, in turn, may be utilised for 
financing the promotional as well as developmental 
requirements of industrial enterprises especially of 
private sector. 


Tabu 1 

PTtOFITAnil ri'Y RATIOS OE INVt-STMRNT COMPANIES 
IN INDIA 



1955-56 

1960-61 

1964-65 

Return on total capital 




t-jiiplojcd.* 

5.1 

6.6 

6.4 

Return on Ei.|Liit> C.apilal'; 

6.7 


7.9 

Rfliirn on Paid-up Capita!*’ 
Dividends as pcrcr'nlagc of 

5, .5 

7.4 

8.2 

profits after tax 

53.6 

55.9 

64.4 


* Pciccntagc share of profits before tax to total net assets. 

* Pereentatte share of profits after lax to net worth compri- 
.sins share capital and Reserve ami Surplus. 

•♦Percentage share of Dividend distributed to share capital. 


Tabi f 2 

PROFITAHILITY RATIOS OF FINANCIAL 
INVLSTMFm' C;OMPANIFS IN INDIA 

AND 


1956-57 

1960-61 

1964-65 

Return on Total capital 




F-tnployed. 

3.8 

5.0 

4.5 

Return on I'quity Capital 

1.0 

4.5 

5.7 

Return on Paid-up Capital 

4.9 

7.2 

7.0 

Dividends as percentage of 

• 



Profits after tax 

329.1 

103.8 

74.5 


Source ; Reserve Bank of India. 
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Plywood Industry 

The next largest industry followed by pulp and paper 
is the manufacture of plywood, both commercial and 
tea-chest. The first plywood factory was started in 
Assam about thirty years ago. As a result of Second 
World War, many more plywood factories came into 
existence due to shortage of tea-chest plywood. 
There are at present 60 approved units with an annual 
installed capacity of 20.4 million square metres. 
Besides, there are a number of unapproved factories 
with an estkdated capacity of one million square 
metres. The important centres of plywood manu¬ 
facture are Calcutta and Siliguri in West Bengal, 
Margherita, Tinsukhia and Mariani in Assam, Can- 
nore, Calicut and Kottayam in Kerala, Bangalore, 
Dandeli and Dharwar in Mysore, Sitapur in Uttar 
Pradesh and Srinagar in Jammu and Kashmir. The 
actual production of tea-chest plywood, which stood 
at 4 million square metres m 19S0, increased to 10 
million square metres in 1959. India is now almost 
self-sufficient in this material, only 5 per cent of actual 
requirement is imported for superior packing of high 
grade tea. Commercial plywood production, which 
was at 0.81 million square metres in 1950 rose to 5 
million square metres in 1958. The total quantity of 
plywood manufactured was 5.51 million square 
metres in 1946. This qdtmtity increased to 14.30 
million square metres in 1950. 

Table 6 gives the production of plywood in India 
during 1961-66 along with its ex-fiictory value. 

The main raw materials required by the industry 
are timber and adb»ives. About 120,000 tonnes 
in log form are required by the industry per annum. 

Dr. L.C Sharaia is Research Officer, Perspective Pluming 
pivision. Planning Commissi Hew Etelhi. 

■ *F6r the First Instabnent olt' this Article See AWC 
Eetmmie Reftem, Wxf 15,1^, pp. 3^34. 
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Table 7 gives the estimated production of plywood 
and requirement of ply-log in India. 

Table 6 

PRODUCTION OF PLYWOOD 1461-66 



Production 

Ex-factory value 

Year 

(miUion sq. metres) 

(Rupees thousand) 

1961 

15.37 

66,082.4 

1962 

17.26 

70,684.9 

1963 

20.43 

83,760.0 

1964 

20.37 

83,520.0 

1965 

22.77 

93.130.0 

1966 

22.33 

91,330.0 


Table 7 


ESTIMATED PRODUCTION OF PLYWOOD AND PLY 


LOG, 1965-66 to 1980-81 


Production 

Plylog requirements 

Year 

(000 sq. metres) 

(000 tonnes) 

196S-66 

21,000 

163.0 

1970-71 

31,000 

241.0 

1975-76 

44,000 

355.0 

1980-81 

60,000 

468.0 


During 1964, the production of commercial ply¬ 
wood was more than that of tea-chest plywood. This 
was a landmark in the development of plywood in¬ 
dustry in India as upto 1963 tea-chest plywood conti¬ 
nued to play an important role in the total production 
of plywood in the country. 

Tea-chest plywood production in the country is 
not likely to hold position of pride for a long time, 
but on account of tea being our major foreign ex¬ 
change earner, the importance of tea-chest will not 
-be easily lost. It mi^t not be economically possible, 
in future, for the factories to manufacture tea-chest 
plywood exclusively as many of them are dedng at 
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present. An exception could be Assam where some 
isolated factories would produce tea-chests only. 
The' industry has reached a state of stagnancy devel¬ 
opment. For economic and technical reasons and 
because of shortage of plylogs, it has become obliga¬ 
tory for the factories to diversify their production, 
to get the maximum output from the high cost raw 
material used—plylogs. Jf the demand for various 
types of plywood is to be satisfied, it is essential to 
have a rational economic utilisation of our inade¬ 
quate resources suitable for manufacture of plywood. 
With the development of commercial plywood manu¬ 
facture, during the first two plans and the keen 
demand for its products from the booming building 
industry, it has become necessary to utilize the scarce 
wealth of plylogs to the maximum economic and 
rational advantage. It is highly undesireable to 
waste high-grade plylogs for commercial tea-chest 
plywood. Each log received in the factory should 
be so utilized so as to get the maximum economic 
advantage out of it. The logs should be graded first 
before peeling and the high grades of veneers 
obtained should be used for that type of plywoi^, for 
which they are most suited. This aspect becomes 
morj important when we know that a plylog gets 
ready for peeling after about 70 to 100 years. The 
number of plywood factories producing commercial 
plywood has increased and tea-chest plywood has 
gone down considerably during the Second and Third 
Five Year Plans. 

Match Industry 

The match industry has its own importance in 
so far as it deals with a commodity in every day use 
all over the country. Also, it yields a handsome 
revenue of over Rs, 20 crores annually in the shape 
of excise duty. The safety match industry in India 
is divided into two sectors in respect of manufacturing 
techniques, i.e., (a) the mechanised, dominated by the 
Western India Match Company (WIMCO); and (b) 
the non-mechanised, concentrated mainly in Siva- 
kashi, Sattur and Kavil Patti areas of Madras State. 
The mechanised sector produces roughly about half 
of the total, production of safety matches in India. 

Match Industry and the Five Year Plans 

During 1949-50, there were 192 match factories 
in the country. Of these 75 factories were classified 
as cottage industry. The total production was nearly 
27 million gross boxes. The WIMCO group pro¬ 
duced about 17.8 million gross boxes. During 1955- 
56, the number of match factories rose to 234 which 
were graded on the basis of their productive capacity 
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as *A' class 8, *B* class 103, class 81 and ‘D* 
class 42. The graduation has been done according 
to productive capacity of the factory as follows: 

Class Annual production (million gross boxes 
of 50 splints each) 

A More than 0.55 
B 0.07 to 0.55 
C 0.01 to 0,07 
D Less than O.OI 

The capeicity of the industry was assessed at 35.3 
million gross boxes of 50 splints each. Thr produc¬ 
tion was 34.1 million gross boxes of which the WIM¬ 
CO group produced 19.3 million gross boxes. Dur¬ 
ing 1960-61, the number of match factories in the 
country rose to 439; ‘A’ class 6, ‘B’ class 85, ‘C’ and 
*D’ class 348. The capacity of the industry was 
assessed at 54 million gross boxes of 50 splints each. 
The production came up to 45 million gross boxes. 
The share of the WIMCO group was 22.9 million 
gross boxes. The production of matches during 
1964-65, 1965-66 and 1966-67 has been to the tune of 
51.891, 52.335 and 59.397 million gross boxes 
respectively. The WIMCO group has been in a 
dominating position in respect of production. The 
Tarrif Commission in their report in 1963 have esti¬ 
mated the demand for matches to increase at an an¬ 
nual rate of 2 per cent. On this basis, the demand 
can be placed at 57 million gross boxes in 1970-71. 

Appendix 1 indicates that the production of ‘A’ 
class match factories has remained more or less 
stationary during 1959-60 to 1963-64, whereas the 
production of safety matches in ‘C' and ‘D’ class 
factories went up. However, the production of 
‘B’ class factories fell down from 12.79 million' gross 
boxes to 5.83 million gross boxes. The share of the 
WIMCO group decreased from 65 per cent to 58 
per cent during the same period. The number of 
’A’ class factories remained at 6, and that of ‘B’ 
class factories fell from 81 to 30. ‘C’ and ‘D’ class 
factories rose from 72 to 842 and 81 to 215 respec¬ 
tively. 

It is estimated that the match industry needs 
annually about 140,000 tmmes of timber. By 1975, the 
annual requirement might rise to 279,000 tonnes. Soft¬ 
wood plantations are being raised in several States to 
meet the growing demand of the industry. Table 8 
shows the perspective production of matches and the 
requirement of matoh logs. 

The prospects of this industry d^nd more or 
less on a sustained supply of raw material. The main 
raw materials required to run the industry are match- 
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Tavlf. 8 

ESTIMATED PRODUCTION OF MATCHES AND RE- 
QUIREMENTS OF MATCH LOG^ 


Year 

Production 

Match log reqidre- 


*000 gross boxes 

meats *000 tons 

1965-66 

55,000 

198.0 

1970-71 

66,000 

237.6 

1975-76 

79.000 

284.4 

1980-81 

95.000 

342.0 


logs, red phosphorus, potassium, chlorate, sulphur, 
match paper and glue. Red phosphorus and sulphur 
are imported. The mechanised sector of this industry 
consumes raw materials valued at about 1.5.19 per 
cent of the total expenses including cost of production, 
excise duty, marketing etc. Of this, red phosphorus 
account for about 1.9 per cent only and sulphur rep¬ 
resents about 0.38 per cent. It seems that the cost of 
of imported items is negligible as compared to that 
of matchlogs. Appendix 11 shows a list of suitable 
timber species found useful after a thorough research 
for manufacture of matches. 

Manufacture of Paper Matches 

The question of taking up the manufacture of 
‘book matches’ from paper or cardboard deserves 
investigation. In the first stage it is necessary to 
make efforts to replace wooden match boxes with 
cardboard match boxes. This alone may lead to 
a saving in timber by about SO per cent. In the inter¬ 
val between now and 1980, when the matchwood 
plantations raised during the First Five Year Plan are 
expected to reach maturity, it would be necessary to 
rapidly change over from the conventional method 
of making matches from wood alone, even though 
the cost may be little higher. Recently WIMCO 
have made match sticks from paper (wax vestas). 
Again it will be difficult to shift over to paper matches 
as the paper in India is already in short supply and 
we have to import most of the new paper and a small 
requirement of writing pa^r. 

Conclusion 

Though India is poor in respect of forest wealth, 
some States have rich forests. These States are 
destined to play an important role in the develop¬ 
ment of forest-based industries like pulp and paper, 
newsjHint, matches, textile auxiliaries, saw-nvilling, 
packing cases etc. in future. Economically and 
commercially, the forests form a part of the national 
wealth. The forests are a capital asset to be inre- 
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served and augmented by conserving them with the 
help of a rational utilisation policy. In contrast to 
mineral wealth its most conspicuous feature is that 
it is a rcplenishablo source of raw materials. Forests 
continue production and reproduction while mineral 
and fossil-fuels a"c exhausted. Technically, the 
forests arc so far the most perfect instruments to trans¬ 
form solar energy into valuable organic material 
wood. 

Wood performs many functions in a develoinng 
economy but the following four are the most impor¬ 
tant ones in the Indian economy, i.e. (/) fuel, (/») fibre, 
{Hi) structural timber, and (iv) chemical raw materials. 
Self-sufficiency in these fields is evidently a highly 
desirable objective, but hardly attainable. There¬ 
fore, a balance along the lines of the most economic 
and most lational uses has to be found, involving 
the establishment of priorities and the choice between 
alternatives. 

The outstanding feature of the forest resources 
situation in India is that it has less than 2 per cent 
of the world’s forest area to meet the requirements 
of 15 per cent of its population. The country has 
been depending too long on the existing resources 
of forest wealth, the growing stock of which is about 
2,128 million cubic metres having a very low annual 
increment due to the poor protection that is possible 
under pressure of human and cattle population. 
Not much has been done to create new forest 
resources, by taking up large-scale plantation of speaes 
suitable for meeting the demands from the new forest- 
based industries. These industries are needed to 
sustain economic, industrial and agricultural growth 
in the second half of the century. So far our forestry 
has been designed to meet the primary demand for 
railway sleepers, constructional timber and fuel wood 
but with the planned development of wood-based 
industries like plywood, hardboard, and particle 
board and wood pulp industries such as paper and 
paper board, it has become essential to reorientate 
our forest policies towards meeting the growii^ 
demand for industrial wood from these indust^ in 
addition to meeting the increased demand for timber 
from other older industries. And secondly, the forests 
contribute little, i.e., 1.5 per cent to the total National 
Income with a large area under them viz., 22.30 
per cent of the total geographical area of the country. 
Consolation lies in the fact that the forestry employs 
0.2 per cent of the total population while the agri¬ 
culture is practised on nearly 50 per cent of the total 
^graphical area of the country employing about 
69,5 per cent of the population and conftibutes 51.30 
. per ce^ 4o the National Incoma* Itis a notawocthil 



point that the annual forest revenues are significantly 
depressed owing to removal of large quantities of 
timber and fuel by the right holders free of cost at 
very low rates, and also to the fact that raw materials 
are being supplied to various wood-based industries 
at very considerably less than market rates. An 
instance in view is that of the supply of bomboo to 
the paper industry at a royalty of Rs. 1 per air dry 
tonne against a commercial price of about Rs. SO 
per tonne of green bamboos. The problem of raising 
new forest resources deserves much greater attention 
than has been given to it so far both by the forest- 
based industries and the State Forest Departments. 


Trees take time to grow and before they become use¬ 
ful as raw material for certain industry a life time 
passes. This type of conservancy is known as Static 
Conservation Forestry, or the natural growth of forests 
which is not needed now. It was quite right for the 
establishment of scientific management of forest¬ 
ry. Now that this management is established, we 
should divert our attention to Dynamic Plantation 
Forestry, or man-made forests planned for higher 
yields. The present generation holds a trust for 
the coming generation, to preserve forest resources. 
Let us take care of these forests; they arc sure to 
reciprocate. 


Appendix I 

PRODUCTION OF MATCHES 
(Million gross tonnes) 


(Concluded) 


Category A Category B Category C Category D Total 

Year_______ 

Units Production Units Production Units Production Units Production Units Production 


1959-60 

6 

29,56 

81 

12,79 

72 

1,23 

81 

0,36 

240 

44.03 

1960-61 

6 

28.88 

69 

14,12 

246 

2,77 

72 

0.28 

393 

46.05 

1961-62 

6 

26,67 

49 

11,37 

365 

7,43 

54 

0.03 

474 

45.50 

1962-63 

6 

28,14 

44 

9,39 

668 

12,40 

68 

0.20 

786 

50.13 

1963-64 

6 

28,28 

30 

5,83 

842 

12,91 

216 

0.42 

1093 

47.44 


Appendix II 

SUITABLE TIMBER SPEOES FOUND USEFUL FOR 
MANUFACTURE OF MATERIES 


Botanical Name 

Trade Name Useful far 

Splints ~ Boxes~ 

1. Ailanthus excelsa 

maharukh 

yes 

no 

2. Ailanthus grandis 

borpat 

yes 

no 

3. Ailanthus malabarica 

mattipal 

yes 

no 

4. Alstonia scholaris 

chaitan 

yes 

no 

5. Anthocephalus cadamba 

kadam 

yes 

no 

6. Bombax insigne 

didu 

yes 

yes 

7. Omarium euphylluin 

whi e dhup 

no 

yes 

8. Canarium strictum 

lal dhup 

no 

yes 

9. Cryptocarya amygdalina 

kalasum 

yes 

yes 

10. Dysoxylum malabaricum 

white cedar 

yes 

yes 

11. Eloscocarpus tuberculatus 

rudrak 

yes 

no 

12. Endospermum malaccense 

bakota 

yes 

yes 

13. Evodia Toxburghiana 

kambli 

yes 

no 

14. Cyrocarpus americanus 

tanaku 

yes 

no 

15. Hymendoictyon exceleiun 

kuthan 

yes 

no 

16. Lophopstalutn wightianutn 

banati 

yes 

yes 

17. Machilus niacrantha 

machilus 

no 

yes 

18. Mangifera indica 

mango 

no 

yes 

19. Salmalia malabarica 

semal 

yes 

yes 

20. Sideroxylon longepetiolatum lambapatti 

yes 

yes 

21. Spondias mangifera 

amra 

yes 

yes 

22. Sterculia campanulata 

papita 

yes 

yes 

23. Sterculia vellosa 

udal 

yes 

no 

24. Symplocos spicata 

podipari 

yes 

no 

25. Trewia nudiflora 

gutel 

yes 

no 
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Gleanings jrom the Press 


HOPE FOR THE CONGRESS 

By now there is unmistakable evidence of a change 
which the Congress can put to good and decisive use. 
The major Leftist parties can still count upon consi- 
derable sectional support, but to the bulk of the elec¬ 
torate their joint front no longer seems to offer a 
promising political choice. Nothing else can explain 
the massive swing in favour of the Congress in the 
Krishnagar Parliamentary constituency, which the 
party had lost in the last two general elections. 

Mrs. Ila Pal Choudhury’s personal prestige in the 
area could hardly have been a more potent factor 
this time than during the last election, when she lost 
even the fight for an Assembly seat from the area. 
Nor will it dt\ to suggest that the United Front did 
not take the bye-election seriously or did not put up 
a strong candidate. The large Muslim vote in the 
area, which favoured the United Front at the begin¬ 
ning of last year, may have been cast this time mostly 
in favour of the Congress because of changes in the 
composition of the Front. But the Congress had 
lost the scat in the 1962 General Election as well 
in spite of certain dominant influences on the Mus¬ 
lim vote having been on its side at that time. The 
only conclusion possible, therefore, is that the United 
Front, more specifically its major Leftist constituents, 
has lost much of its influence in the area. And this 
may not be untrue of what has happened elsewhere 
in West Bengal. 

The Front will undoubtedly try to repair the 
damage and to work up sentiment by various forms 
of agitation. But the inherent weaknesses of this 
disparate alliance have been increasingly exposed to 
the public ever since it was pushed into office by a 
massive wave of anti-Congress feeling. The process 
continues, in spite of the rather comical effort by 
the two main enstituents of the Front to hide their 
differences; if anything, the joint statement issued last 
Saturday by leaders of the West Bengal BKD and 
CPI (M) may only have convinced the public that they 
do not have enough courage of conviction to own 
up the differences honestly. The Congress could 
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take decisive advantage of growing public impatience 
with an alliance of expediency. 

Under honest and purposeful leadership, Krish¬ 
nagar could stimulate the corrective processes which 
have been deferred so long. 

The Statesman, May 23,1968 


NUCLEAR NON-PROLIFERATION TREATY 

The nuclear non-proliferation treaty suffered another 
blow yesterday with Mrs. Gandhi’s speech in Can¬ 
berra. India, she made clear, will not sign it because 
it would “create another division in the world"— 
between nuclear and non-nuclear powers. The impli¬ 
cations of her speech are grave because India is the 
first of the “threshold" nations who already have a 
nuclear potential to refuse the Treaty its support. 
India too, is a nation which commands great respect 
among the intermediate powers, and in the non- 
aligned third world. 

Her example may soon be followed by others. 
Indeed, the very fact that Mrs. Gandhi chose to make 
her speech on her visit to Australia could encourage 
Australia itself to announce a similar decision. The 
draft Treaty, jointly sponsored by the Soviet Union 
and the United States is being debated in the United 
Nations at present. If it receives a two-thirds 
majority, it will then be open for signatures. But 
the prospect is now not encouraging. 

It would be easy to blame India too harshly for 
distrusting the Treaty. It has been presented by the 
Russians and the Americans partly as a form of pres¬ 
sure on the Chinese, and is as much a weapon of 
foreign policy for the two super powers as any gua¬ 
rantee of a future non-nuclear world. ITiey, after 
all, are still engaged in a fool-hardy race with each 
other to build rival anti-ballistic missile systems. 
A reduction id tension between the two great powers 
and an end to Sino-American confrontation in Asia 
would be more credible steps towards peace than an 
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International Treaty. 

Nonetheless, the non-nuclear nations ought to 
look seriously at the non-proliferation Treaty. While 
they are naturally reluctant to deny themselves future 
options, they should recognise, as indeed should the 
British Government with its continuity control 
over an independent nuclear deterrent, that 
weapons are ultimately suicidal. Acquisition of 
them does not just put a nation one rung up on an 
arms ladder. It completely alters the stakes invol¬ 
ved. For all her natural fears of China or Pakistan, 
India’s best hope lies in moving towards a regional 
understanding in Asia, and not in building nuclear 
weapon herself. 

f'hc Guardian, May 23,1968 


CONCENTRATION OF ECONOMIC POWER 

There is considerable concentration of economic 
power in the country and this power is controlled by 
some 20 families. This is no fib circulated by unin¬ 
formed critics. We are told so on the authority of 
no less a person than Dr. Mahboobul Haq, the Chief 
Economist of the Planning Commission, Government 
of Pakistan, who while giving a critical review of the 
Third Five-Year Plan, at the convention of manage¬ 
ment held the other day in Karachi disclosed that 
“66 per cent of all industrial projects, 97 per cent of 
the insurance funds and 80 per cent of the banks in 
the country were controlled by some 20 families.” 
And Dr. Haq is neither an outsider, nor an uninform¬ 
ed and irresponsible person. He has, therefore, 
suggested that the issue must be debated at the highest 
level ‘objectively and constructively’ as the society 
has a right to resist the emergence of a privileged 
class. That about 80 per cent of the total loan 
advanced by PICIC* has allegedly gone to some 
fifteen families also bears out Dr. Haq. 

.. .The main objective of cartels and monopolies is 
to shut out the smaller companies that try to compete 
with them and competition is never more irrevocably 
eliminated than by having a firmer grip over the econ¬ 
omy. Cartels in fact are tlie measure of the power 
of a handful of fortunate persons over our economy. 
This is the direct result of interlocking directorate 
against which we have repeatedly written in these 
columns. Not that this power cannot at all be benign 
but most often it is dangerous and the general con- 

*Pakistan Industrial Credit and Investment Corporation 
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sensus of opimmi is that it should not exist because 
it is alien to a just, egalitarian and socially conscious 
economic system. Economic power should be scat¬ 
tered into many hands so that the fortunes of the 
people in general will not be dependent on the whim, 
caprice, political prejudice and financial greed of a 
privileged few. A free country cannot afford to let 
any individual or any group of individuals have great 
industrial and economic powers unless such an in¬ 
dividual or such a group can be checked by an auto¬ 
matic force like free competition or by some democ¬ 
ratic legal control to compel the possessors of such 
power to serve the public. But our experiences 
show that concentration of economic power in a few 
hands has invariably been an unnuxed menace.... 

Dr. Mahboobul Haq’s suggestion for the appoint¬ 
ment of a National Commission with a view to eli¬ 
minating cartels and monopolies, although belated 
serves as a reminder to the Government about what 
they professedly disapprove and want to do away 
with. But despite occasional oflicial assurances and 
deliberations of a high-level aiiti-Cartel study group, 
cartels and monopolies are as strong as ever and the 
oft-repeated platitudes about an equitable distribu¬ 
tion of national resources continue to signify nothing 
in practical terras. If anything, some of the measures 
adopted have only helped the growth of a monopolis¬ 
tic trend. It should be appreciated by aU concern¬ 
ed that what is not doggedly and vigorously prohibi¬ 
ted is practically encouraged. If the country’s econ¬ 
omic power is not to be controlled and monopolised 
by a small number of privileged families, adequate 
measures to prevent it must be taken immediately and 
effectively. 

The Pakistan Observer, May 3, 1968 


M.P. COALITION 

From all indications the phase of non-Congressism 
is coming to a close and the people are seeking more 
rational political alignments. Mr. G.N. Singh has 
been not so much the Chief Minister of his State as 
a prisoner of the House of Gwalior and the Jana 
Sangh. To make matters worse for him these two 
powerful groups who dominate the ruling coaUtion 
have not been seeing eye to eye on many questions, 
placing the Chief Minister in a (quandary as to his own 
course of action. The Coordination Committee of 
the SVD met for seven hours the other day but could 
not reconcile the conflicting claims of the Jana Sangh 
and the SSP for the Barwaha seat of the Assembly. 
Mr. G.N. Singh’s desire to break out of this futue 
and ineffective coalition is therefore natural. That 
his exit from the SVD wiU reduce it to a minority is 
obvious. 

Patriot, May 23.1968 
A!CC Economic Review 



Book Reviews 


The Economics of Irrigation, Colin Clark, Pcrga- 
mon, Oxford, 1967, 35 s. 

This book by Professor Colin Clark should be read 
with interest by all those who are concerned with any 
aspect of irrigation, directly or indirectly. As men¬ 
tioned by the author, the book is “addressed to ail 
those having some responsibility for spending money 
on irrigation, whether for small schemes or large, 
whether private or public, whether in arid or in humid 
climates and whether their responsibility is direct or 
the indirect responsibility which falls upon those who 
help to form political and business opinion.” The 
author explodes the myth of the beneficial secondary 
economic effects of large irrigations schemes, stressing 
in the process tl^at irrigation schemes must now be 
judged on their direct economic costs and returns. 
There are many notions current in the context of 
irrigation, rckting to the effect of water on land and 
the plants. It has been for long believed that water 
requirements of various plants differ. This is chal¬ 
lenged by the author on the basis of Dr. Penman’s 
observations that under given climatic conditions the 
daily water requirements of all crops will be much the 
same. The author has a dig at India when he says 
that “for India, and countries in a similar position, 
the information is not adequate, but what we have 
shows discouraging results. In the use of irrigation, 
it appears ‘unto everyone that hath shall be given’.” 

Irrigation is defined as the application of water by 
human agency to assist the growth of crops and grass. 
There are different methods qf irrigation practised in 
different parts of the world with different returns. 
The terminological differences in technical literature 
and economic literature are also frequent. The 
author, therefore, gives the definitions used in this 
book pointing out the similarities and dissimilarities of 
various terms used in this context and their conver¬ 
sion from one to the other. Going into the technical 
quMtions of water requirements of plants, the author 
observes that the direct transfer of heat between the 
soil and atmosphere is controlled by the difference of 
their temperatures, the wind speed, wd the roughness 
of the soil Evaporation also depends upon wind 
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speed and roughness of the crop, its average height 
above the ground, saturation vapour pressure at cur¬ 
rent temperature, and difference of vapour pressure 
between crop and atmosphere. Professor Clark 
observes that the findings of Dr. Penman would lead . 
to drastic revision of all previous ideas about the 
economics of irrigation. Irrigating a given area at a 
given time of the year will use up the same amount of 
water almo.st irrespective of the crop which is being 
grown; irrigators, therefore, should always be used 
for growing the crop which, at the time of the year 
and at the prices then prevailing, yields the highest 
economic return per unit of area and per unit of time. 
In general, this does not appear to have been the 
policy in the past. 

However, it does not seem a unique phenomenon 
observed by Professor Clark. In an entirely diff¬ 
erent context, Dr. K.N. Raj noted that most irrigated 
land in India seem to have been diverted from food 
crops to cash crops not only with the motivation of 
higher returns for larger profit, but also for that of a 
cost push resulting from a prohibitively high rent on 
irrigated land. The notable feature here is that 
Professor Clark reaches this conclusion through the 
observations culled from technical researches. 
Whether a crop is more or less economic would also 
depend on the price factor vis-a-vis the cost so that 
over a period of time there may be shifts in the econo¬ 
mics of different crops depending on the relative 
scarcity of each vis-a-vis demand. The policy re¬ 
garding the decision of irrigation charges for different 
crops has also not been quite general. But, irrigation 
enthusiasts seem to te losing track of the fact that 
overwatering of land may be as harmful to crops 
as underwatering. Professor Clark notes that a 
serious case of overwatering is reported from the J ndian 
State of Maharashtra where sugarcane receives an 
average of 32 cm./month (including 4-5 in. rain fall). 
The Sena Sugar Estates in Mozambique which have 
to provide for a dry season, installed sprays with a 
maximum capacity of 8m./day, or 24 cm./month. 

The calcination of the economic returns to irriga¬ 
tion with data collected from different parts of the 
world would be found interesting by most students (ff 
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agricultural economics. Similarly, the costs on irriga¬ 
tion based on a wider coverage of facts point out the 
fact that a great deal of discrimination is necessary in 
the selection of alternative types of irrigation. The 
survey of the water resources of the world and water 
requirements for different purposes is interesting. 
From the point of view of the fact that not all water is 
suitable for irrigation purposes, desalination of water 
is an important step though may be too costly except 
for certain very important purposes or highly specia¬ 
lised crops. 

In a short compass of around 116 pages. Professor 
Clark raises many intriguing issues which should be 
carefully considered by all those responsible for the 
irrigation policy in our country. As a matter of fact, 
the problems of desalination of water are already 
present in many parts of the country and in the en¬ 
thusiasm to apply water for irrigation purposes, 
stretches of land have been rendered sterile. This 
book should make us wise to the whole problem in 
a larger perspective. 

P. Chatterjee 

Small-scale Indmlries in India, Development 
Commissioner, Ministry of Industrial Development 
and Company Affairs, Government of India, 
New Delhi, pp. 524. 

This book was brought out by the Development 
Commissioner, Small-scale Industries, Government of 
India on the eve of UNCTAD-II. The small industry 
in India has developed rapidly and now produces an 
impressive range of goods. Today, the small industry 
sector is responsible for about one-third of the total 
industrial production in the country and accounts for 
a little over one third of the total factory employment. 
The book is divided into a number of sections. The 
first part (Pp. 3-50) contains a number of useful articles 
by some of the persons who have intimate knowledge 
of development programmes for the small-scale 
industry; the second part (pp. 53-241) describes the 
organizational set up and progress in respect of related 
measures; the third jart (pp. 259-374) highlights the 
strides small industry has made in the States; the 
fourth part (pp. 417-74) gives achievements of 
some of the important small-scale industries and lastly 
there is a section (pp. 493 onwards) dealing with 
industries having scope for development, incentives 
for prospective entrepreneurs, etc. The industries 
currently not having any scope of development are 
also listed. 

Mr. Fakhruddin Ali Ahmed in his article traces 
the growth of small-scale industiy in the country. 
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He righly observes that one of the major factoid 
responsible for the lack of precise and comprehensive 
statistics about the entire small-scale sector is the 
predominant existence of that segment which is termed 
as the unorganised sector” and the limitation of funds 
and personnel required for an enquiry of such a 
magnitude. Doubtless the problem is enormous, 
but a start has to be made. Incomplete coverage of 
statistics poses its own problems. Mr. N.N. Wanchoo 
in his article describes the role of standardisation and 
quality control in the industrial development of a 
country. He has very aptly described that “Stan¬ 
dards are to industry and trade what culture is to 
society and as culture and civilisation are essential 
pre-requisites for the proper behaviour and conduct 
of a person in society standards are indispensable for 
industrial development and efficiency.” The problems 
of standardisation in the small-scale sector are diff¬ 
erent from those in the large-scale sector. According 
to him, this activity needs to be organised very care¬ 
fully so that it does not prove uneconomical or un¬ 
productive for the small industry. The application 
of quality control in the small sector poses even 
greater problems due to limitations of finance and 
technical and managerial know-how. Let us hope 
that the Indian Standards Institution and other 
agencies will continue to perform the good work in 
standards specifications and providing basis for quality 
control. Dr. P.S. Lokanathan’s article on the role 
of small industries in a developing economy is interes¬ 
tingly informative. He contends that “Small-scale 
industry has not only brought forth new talent by way 
of small entrepreneurship but also capital resources.” 
He further argues that as a result of smaller investment 
per unit of product and labour in small industry, 
“There has been a significant saving of capital which 
is relatively a scarce commodity in the country.” 
He has also described the inherent difficulties of small 
industry and calls for greater flexibility in the supply 
of credits by the banks. He also suggests various ways 
by which the industry can strengthen itself. Mr. 
A.K. Roy in his article describes the assistance prog¬ 
ramme for small-scale industries at Central and 
State levels. This programme includes technical and 
financial assistance, provision of built-up factory 
accommodation in industrial estates, supply of 
machinery on hire-purchase, subsidy on power 
consumed etc. 

The book provides very useful information on 
small-scale industries in the country and will become 
a reference book for upto date information on a wide 
range of data pertaining to this sector. 

• A.N. Mbhra 
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The AoLCoC. Meet 


The A.I.C.C. meeting on June 2, 3 and 4,1968 attracted a lot of 
press publicity partly because it was a requisitioned meeting and 
the resolution sought to be moved there was worded in a manner 
which gave room for a variety of interpretations. There was 
also the election of the Central Election Committee. Pressmen 
saw in it a good opportunity for exercising their faculty of imagina¬ 
tion which otherwise was not sufficiently employed, the Parlia¬ 
ment having gone into recess and not much happening on other 
fronts. 

The resolution the requisitionists gave notice of expressed 
concern at the ‘rapidly deteriorating’ political situation in the 
country. An important part of the question before the A.I.C.C. 
was whether in fact the political situation was ‘rapidly deteriorat¬ 
ing’. The Congress might not derive much satisfaction from the 
success that was its lot in a number of Parliament and Assembly 
bye-elections and also in some civic elections, but it is difficult 
to regard these successes as proofs of ‘rapid deterioration’. In 
the discussion that took place in the A.I.C.C. it emerged that 
what caused concern was the general political situation 
a marked feature of which was the emergence of narrow, 
divisive and subversive tendencies in the country. These ten¬ 
dencies posed a threat to the unity of India and weakened the 
sense of security of a large number of peaceful and law-abiding 
citizens. There were also serious economic problems facing the 
country even though the agricultural breakthrough had diminished 
one main anxiety of the people and offered a basis for steady deve¬ 
lopment in the industrial held. 

Among the participants in the A.I.C.C. discussion were some 
who took a rather gloomy view of things and stressed more 
the tasks that remained to be attended to and the anti-national 
and anti-social trends in evidence in the country than the hopeful 
features of the political and economic situation in the country. 
Others who participated and particularly the Prime Minister and 
the Deputy Prime Minister redressed the balance by presenting 
a fuller picture of the general situation in the country, the 
good and hopeful features as well as trends which harmed the 
unity and integrity of the country and caused a sense of insecurity 
in some sections of the Indian population. 

What is happening in some parts of the world should put us 
on guard against any complacent attitude on account of the 
success we have had in recent bye-elections for the Parliament and 
State Assemblies. All may be well on the surface and yet deqj 
down forces of discontent might be gathering in strength. In 
India we see before our eyes the emergence of tendencies wluch 




if not checked would weaken the country at a crucial 
stage in her progress towards economic strength and 
political stability. We do satisfy ourselves with jhe„ 
explanation that the emergence of even wrong and 
destructive tendencies is a part of the democratic 
process. That is so but it only emphasises the need 
for perpetual vigilance which as has been rightly said 
is the and ^ rtTa| al|d ^ denjqt^f^"' 

The ri^t\>«meb wats'-stnidkirf thd cfecial sWebd- 
ment moved by Shri Subramaniam. It was significant 
that the A.I.C.C. unanimously adopted the official 
amettdinKent'which replacfed tife requisition Ks'olutioif. 
Iji i Gongressi 3 PSrttsident while' winding up the pro- ' 
ufif^iwgSfjiijidieatedvhis rfesir^ ^to ■ cwrgariiso’ h' proper ’ 
sdudxi -ol itreods lit 'our: country which weakened the 
JfPity'. on thft democratic slrudtUi^e in our Oobntry- bt' 

of bur economic and*'social 

rcirijnifire^wrneodlr fbn'systematib study of these treiids 
and our basic problems. It is not enough that 
thfis'stqdy lakes'place at the bfficfel leyil. A*n oMciai 
stildyi wHitCit Ihai ’ the ;'a’dvaritage' of easy 'acceSs 
id: ^ia<istithl'' ihatertal has- ’ obviods • fimitations'. 
It'M'nccdssalry'thut Congi*^siffieii and otheis engage 
thbnBeWes iA'a'-prbpcf'ahd kystcitotic ^itudy of all 
vftti'issAek'in'the >p{Jllf{ck 1 ," dCortbmic and social 
sphefdk 'Thd oflieial'ihiaieriitWill be largely available 

fr] .'ll i'lo.’.'li ‘>ifT • '1'' ' ' - 

inrh I)j';■•■ff'; ti A 'j'ii ■' !" ’ ’■ '■ 

U'l'ij;,•')!'' '-/jilri-’q I- i. ■ i 

.V/fyiT..,! 11 

-riyr . -i: ■■ i, > ‘ • -■ —« 


to them but tWs may be supplemented by their own 
study of the pr oblems front new angles. We have 
.'iil^SOns ti hope that in weeks to come there will be 
committees of serious minded pdople which will take 
up a study of important issues affecting the unity of 
the countiiy J;h^ p^qqotific social,wdl-bqing %f 
the people. 

References to the economic situation were scanty. 
It is true the ijuestion of unemployment was’-tatoeftif up 
by many speakers but all in all it was more on the 
political situation ^hai Ihe AICC concentr'atiwi. ’ Tke 
bepiity Prime Minister did in his.^>eech deal with the 
'economic situation. All his remarks were .intended 
to dispel pessimism. He saw ho^e for' steady pro¬ 
gress in the agricultural recovery and other steps taken 
to stimulate industrial growth. A discussion on the 
Fourth Plan when it takes place should enable the 
AICC to make a proper appraisal of the economic 
situation. 

.^part from stray suggestions there was no 
detailed reference to organisational weaknesses. This 
important matter would cbme up for a probe and 
thorough-going discussion when the report of the 
Reorganisation Committee is ready. 
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r .',! ' A.IlC.C. ReS'olution 

The'Toilfbrivinj^ is the text of the resolution 
orn v It ,v loi-vto-io . ). ).; ^ ^yed 'at'the AICC meeting held in New 

Delhrdn 'jiihe '2-4, 1968: 

.-■'i 0 1 'yy.:. 

i The A.LGiC. feels' concerned at the emergence 
KofxK)mmuinal/anti-soeial and political trends in 
; the iCbuntty-which threaten national unity and 
. j. . utlderitune the democratic structure and the 
.brbad. objeUtiVes of economic development, 
.11 social lehan^ secularism. 
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Government and the Patty 


Aloo J. Dastur 


Trifi' party has come to be the core of the political 
sysWm m modern times, particularly since representa¬ 
tive government has displaced any other type df 
govemmenf. The French Constituent Assembly of 
1789 advanced reasons for preferring representative to 
direct government and these Have stood the test of 
history and''validity. With the expansion in the 
physical area and increase in the population of the 
modern state it was difficult if not impossible to 
consult all the people Over the whole state; further 
it was not necessary to obtain the opinion of all \yhcn 
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the vanguard of the^vybi-king people in 
glc to build conummist speicty.ap^, ieadwfi/ 
co^ .of all organisations, pf the working peopl^i,f 
bothpublic anjistate’!. V (Art, IM)’’u >-■ 

•• s>'', '> ' '-viMi'..q 

thus, pne S(ipg}e, .party isi exalted .and i|io .'btheb' 
grouping of people iOjOppotitionoto Hris.at cati bei' 
recognised. One,party dominates^ not only >thejpbli*!i 
tical sepne but sits; astride, .the. c^munic axid<.sOcijd;i 
spheres as, well. , jt .is tlie, ultimate ■.:reposkbjy iC{fd 
, initiative and power. By itf.vc^ .nature,and dhotasibsq 
they could not meaningfully deliberate on issues, assigned toil, the. party.eomes ho,beiv&ry.closetoIhe.) 
Several may not have the time, leisure, capacity 6r goVernpient.. ^uthe*^ two ,are; tightly linkiodcjallo 

knowledge to pronounce judgment on issiies frought' every leycl of pbwer and adfmivstratw®. -.. ..Td'thefi 
withgrave'Consequenccs. Above dll, it Was gbod'and ' Communist Party is assign^, the. task.ofc cotiverthigq 
wise division of labour'to depute some Citizens to ideology into pplicy;.thereafter, H is the duty of thdo 
carry on the actual work of legislation arid a'ditiihis- government to translate policy ipto laws anddaws intOio 
(ration in order that they develop a studied and pro-" ..cts'of a^8tr4tion!.,:,;rhp;party, again,;supcrv«esfl 
fessional interest in their work. This has become all jijg pf the.government .^pd^secs,to.it thatlthe/.) 
tho more necessary as the functions of the govern- government treads the straight-and naxrrtWpithmTrtHf; 
ment have not Only mutlipUed'but they have become jj^ed by it. 

more compliclited ahd specialised In our oWn days; pany and the government are two correspond- 

hence the actual task- of pohey-makirig, legislation arid hiera?)chies whichjintcrsj^^t nnjdintcrwerk at seiUtal 

administration must be left to other hands. points from the party membership and the electrornte 

to.the Central Conmjiittefr of the partyand tHt Couaiil 
' The Party in the Soviet Union , ', of Ministers , and,^Presidium of4he .aupnime-'Sbdfcl.ri 
• ' ' ' '' ' The functions npd authoriity'of tJui twb arem^itieasi^ 

This establishes the utiM^n between the party, the distinguishpd; ,5^ distiirgui .hahlei;.:muoli,'i *«wbw,yn 
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government and the party are 
comparatively tenuous. The President is elected 



directly by the people and this furnishes to him a 
solitary eminence. True, he is the nominee of a poli¬ 
tical party; the greatest common measure of argree- 
ment reached after a nationwide consultation on policy. 
The distance between the party and its nominee for 
the supreme position in the country is illustrated by 
the voters returning a President belonging to one party 
and a Congress having a majority of the other. The 
essence of a party is that it leads to cohesion of points 
of view and opinions; that in its absence the vast 
electorate would be atomised. It keeps the multi¬ 
tudes together and concretises their thoughts for 
them; rather gives their ideas, words. But the Ame¬ 
rican experience has revealed something quixotic. 
On the same day, at the same time, the same electors 
vote for an executive, belonging to one party and a 
legislature belonging to another. The President 
then has to fall back on various devices to get his 
programme through Congress. The last occasion 
when it happened was in 1956 when President Eisen- 
however had his second landslide victory but it was 
the Democrats who secured the majority of the House 
and Senate seats. Stranger still, party cohesion or 
loyalty is not firm. The line dividing the parties on 
policies and principles is very thin and the history of 
Congress is replete with illustrations of the fluidity 
of party voting. President Kennedy found himself 
a victim of loose party affiliation. His social welfare 
programme came up against the unbreachable dyke 
of Southern Democrats and Conservative Republi¬ 
cans; the liberal Republicans went along with the 
Democrats and for the President’s programme but 
could not muster the required majority. And there 
they don’t call it defection! 


The Party in a Paruamentary Democracy- 

In a parliamentary system such political behaviour 
is unthinkable. In Great Britain a government with 
a majority behind it is in complete command and can 
never hope to be defeated. Party cohesion, loyalty 
and support form a phalanx behind both the govern¬ 
ment and the opposition respectively. Personal views 
and predilections on issues are subordinated to the 
primary duty of supporting the party, particularly if 
it sits on the treasury benches. Although the support 
and firm backing of the legislative party arc known to 
be there none dare publicly take it for granted. 
Neville Chamberlain paid the highest political price 
for d claring: “I have sufficient number of friends in 
this House who will support.” He found to his cost 
that tjvo hundred and ^y of his supporters refused 
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to vote for him; and he bowed out of 10 Downing 
Street even while his party had a majority in Parlia¬ 
ment. The essence of parliamentary government is 
that the Cabinet is a committee of the legislature and 
hence responsible to the legislature. The members of 
the legislature are returned by the voters on the basis 
of their political declarations as adumberated in party 
programmes. Thus the intimacy between the govern¬ 
ment and the party is obvious. A government sur¬ 
vives so long as the party backs it up in Parliament and 
the party forms the government if the electors support 
it. The links binding the voter, the legislature and the 
executive are strong and intimate. 

Since the cabinet is a committee of the majority 
in Parliament “it can drive a stream of affairs through 
Pari ament,” to use Laski’s graphic description. The 
parliamentary system works on a few fundamental 
principles, the most important being membership of 
a political party, leadership of the Prime Minister, 
collective or joint responsibility for policy and 
administration and responsibility to the parliament 
as a whole. The cabinet or Government functions so 
long as the legislature allows it to function; that, in 
plainer language means so long as its own paity 
stands behind it. Since the cabinet consists of fifteen 
to twenty members it is only natural to expect diffe¬ 
rences of opinion, varied approaches to issues. 
Gladstone who had been the Prime Minister of 
England on four occasions knew from experience 
about these differences but the logic for his argument 
is irresistible : 

“Rational cooperation in politics would be at an 
end, if no two men might act together, until they 
had satisfied themselves that in no possible cir¬ 
cumstances could they be divided.... What 
are divisions in a cabinet? In my opinion, 
differences of views stated, and if need be argued, 
and then advisedly surrendered with a view to a 
common conclusion aie not ‘divisions in a cabinet’. 
There are, of course, many differences of view; 
but the question is, can the differences be accom¬ 
modated ? Obviously, the best condition of such 
accommodation is common allegiance to the same 
party.” (Quoted in Herman Finer: The Theory 
and Practice of Modern Government^ Revised 
Edition, p. 585). 

The Situation in India 

Thus we see the importance of the party and its 
ralations, close or tenuous, in all systems of Govern¬ 
ment. India is no exception. It cannot readily be 
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classified and political scientists have created a new 
category^the one party dominant state—to des¬ 
cribe die situation that prevailed in the country till 
the Fourth General Election. 

Attitude to Office Acceptance in Pre- 
Independence Days 

The Indian National Congress was that single 
dominant party. During the early years of the 
Gandhian epoch the legislatures were condemned as 
mandirs of maya and the Mahatma would rather than 
the Congress kept away from them. But in the late 
thirties when the leadership was pursuaded to let the 
party officially contest the first elections under Pro¬ 
vincial Autonomy in spite of a sharp cleavage of 
opinion, the national movement began to play a dual 
role—it continued to fight for freedom even as it 
took over the new task of administration in the 
provinces. With perhaps the sole exception of 
Rajaji the most outstanding leaders. Pandit Nehru, 
Saidar Patel, Maulana Azad, Rajendra Prasad, kept 
strictly aloof from council work, their sole contri¬ 
bution being vigorous canvassing to return as many 
Congressmen as possible to the various provincial 
legislatures, an undertaking in which they succeeded 
beyond expectation. Five of the eleven provinces 
returned the Congress with clear majorities and ulti¬ 
mately the party sat on the treasury benches in six. 
This function was secondary to the primary duty of 
winning freedom, particularly since the Government 
of India Act, 1935, did not provide, despite British 
assertions, for “the passing of the centre of political 
gravity from British to Indian hands”. The discre¬ 
tionary powers of the governors and the ultimate 
control by the Governor-General detracted substan¬ 
tially from the little authority that the popular minis¬ 
tries enjoyed. It was responsibility without power. 

The avowed purpose of council entry and accep¬ 
tance of office was laid down by the Working Conuni- 
ttec at its Wardha session in July 1937: 

“...office is to be accepted and utilised for the 
purpose of working in accordance with the lines 
laid down in the Congress election manifesto, and 
to furhter, in every possible way, the Congress 
policy of combating the new Act on the one hand 
and of prosecuting the constructive programme 
on the other...” 

“Combating the new Act” raised m^givmgs 
partuhda^ in official quarters but a wider and deqier 
meudag came to be givmi the exprestion. It im¬ 


plied the use of the opportunity to regenerate our 
villages, to lessen the burden of rural indebtedness, 
to increase our wealth, to wipe out illitera^, to revive 
our dormant culture, to regenerate our "national 
being.” The hurdles and road blocks so assiduously 
constructed in the Act constantly thwarted the minis¬ 
tries. The wide variety of problems in the prorinces 
demanded difierent solutions; thus discrepancies 
cropped up in the implementation of the Congress 
programme. Orcumsetibed as the authority of the 
Ministers was by the Act itself, they could not imme¬ 
diately fulfil the rising expectations Of the people; 
the Congress was merely in office; not in power. Only 
a small section of Congressmen was involved in the 
legislatures; the vast majority carried on the national 
work outside as intensively and extensively as before. 
Contradictions and conflicts came to be inherent in 
the situation. 

Acceptance of office made the Congress cut a new 
political p-oove altogether. The Working Committee 
and the All India Congress Committee were at pains 
to show that the first task of the national movement 
was to strive for independence; council entry and 
acceptance of office were ancillary to this fundamental 
purpose. To minimise the anomaly of people who 
had vowed to end British rule in the country taking 
the oath of allegiance to the British monarch as legis¬ 
lators, all elected Congressmen met and pledged their 
loyalty and service to the nation before they took 
their seats in the various legislative bodies. This 
oath took primacy over their legislative and adminis¬ 
trative functions. Their programme and policy were 
to be geared to this end. 

Jawaharkl Nehru, as Congress President, ex¬ 
pounded the implications. He confessed that it was 
an embarrasing position for the ministers hedged in as 
they were between the contradictions and obstructions 
inherent in the Constitution and their responsibility to 
the people. He spelled out their responsibility thus: 

"They were responsible to their electorates, to their 
party in the Legislature, to the Provincial Congress 
Committee and its executive, to the Working 
Committee, and to the All India Congress CcMttmi- 
ttee. Even local Congress Committees think H 
their function to have their say in the work of 
the Provincial Government.... The Cimgress, 
though it functions through a host of Committee, 
is essentially one and has one basic poliiy. Thae 
are thus no conflicting allegiances for Confess 
Ministers pt Congress parties in the Legislatures. 
That basic policy is hdddown by the anhoal session, 
and it is interpreted and in^lemettted by the 



A.i.C.C. The Working Committee, as the exe¬ 
cutive of the Congress, is charged with the carry¬ 
ing out of this policy. 

"The A.I.C.C. should, therefore, consider the broad 
Unes of policy and discuss questions of principle. 
The Working Committee can, whenever necessity 
arises, go into greater detail and review the work 
of the Ministeries_To some extent this pro¬ 

cedure would apply to the Provincial Congress 
Committees also. It is necessary and desirable 
that the Ministers’ should keep in the closest 
touch, for these committees are the channels 
through which they reach the electorate. If they 
lost touch with the P.C.C.’s, they lose touch with 
the Congress organisation and with the electorate 
....” {The Unity of India, pp. 81-82). 

Legislature and Government Subordinated to 
Organization 

This set the pattern for the relationship between 
the le^lative and organisation wings of the party. 
In the context of the Government of India Act, 1935, 
it was easDy understandable. After all work within 
the legislatures was only supplementary to the work in 
the country; a new dimension had been added to the 
struggle for independence. To keep the legislatiure 
parties on the straight and narrow path a high-power¬ 
ed Parliamentary Board was constituted consisting of 
Sardar Patel, Maulana Azad, and Rajendra Prasad. 
It did not merely supervise the activities and pro¬ 
gramme but kept a close watch on the functioning of 
the legislature parties. Almost at the start of its 
career it made its presence felt. It was taken for 
granted by the people and even by the Congress Party 
that K.F. Nariman, the President of the Bombay 
Provincial Congress Committee and a popular leader 
would be elected the Prime Minister of Bombay 
Province. But Vallabhai Patel thought otherwise; 
and not without reason; on bis initiative and 
persuasion the party elected B.G. Kher as its leader. 
Nariman was not included even in the Cabinet. 

In July 1938, in the neighbouring Central Pro¬ 
vinces the Premier, N.B. Khare resigned with two 
of his colleagues, three days before the Congress 
Working Committee was to meet. He called upon 
his three other colleagues to respect parlimanentary 
convention, other procedure and resign. This the 
latter would not do without the permission of the 
Parliamentary Board, because they took the view 
that resignation of a Minister in a Congress Govern¬ 
ment was not an individual matter, and whatever the 
constitutional position mig^t be, their allegiance was 
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to the Congress. However, they were dismissed 
by the Governor who then odled on Khare to form 
a new ministry. The Working Committee took the 
strongest exception to all that Khare did and charged 
him particularly with. 

“...indicipUne in accepting the invitation of the 
Governor to fonn a new ministry and contrary 
to practise, of which he was aware, in actually 
forming a new Ministry and taking the oath of 
allegi nc% without reference to the Parliamentary 
Sub-Committee and the Working Committee”, 
(emphasis added.) Mitra-T/re Indian Annual Re¬ 
gister, 1938, p. 263). 

Ultimately Khare had to go and a new leader was 
elected. 

In the United Provinces and Bihar the Congress 
Ministries tendered their resignations on the impor¬ 
tant issue of the release of political prisoners in 
February 1938. Once again the Congress Working 
Committee had to intervene and decide whether to 
call out the other five ministries as we’l; but both the 
Governor-General and the Congress moved a little 
away from their original stand and the two Chief 
Ministers withdrew their resignations. 

Thus was subordinated the legislature party and 
the governments to the dictates of the organisation. 
It invited criticism both from the moderate and libe¬ 
ral opinion within the country and also by British 
exponents of democracy in theory and practice. Regi¬ 
nald Coupland has been the foremost of these. He 
has criticised in no uncertain terms the control exer¬ 
cised by the party over the provincial administration: 
.the operation of the whole plolitical machine 
was directed by a super-provincial authority— 
the all-India Congress ‘high command’. The 
election programme was framed by the Work¬ 
ing Committee and presented in identical form in 
every Province. Congr^ electrors were bound 
to vote for the approved Congress candidates. 
Congress members of the legislatures were re¬ 
quired to follow their leaders, and with rare ex¬ 
ceptions they did so. And their leaders, the 
Ministers, were subjected to an equally strict 
control Premiers were not free to setfie the 
composition of their Cabinets as they chose. At 
the time when the ‘high command’ agreed to the 
acceptance of office, it established a Central Board 
which was to take part in the distribution of minis- 
terial appointments, each manber of it being given 
a' group of Provinces to supovise. Similariy, 
after the Ministries had been fonned, a premier 
(Continued <m page IS) 
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Prohibition : an Economic Analysis 

V. V. Borkar 


Total prohibition has occupied a prominent place 
in the ide dogy of the Indian National Congress ever 
since the organisation came under the influence 
of Mahatma Gandhi, during the early twenties of 
this century. Achievement of political independence 
from the British rule was never regarded as the 
only goal of the national movement. Under the 
leadership of Gandhi and Nehru social reform in 
the most comprehensive sense and even moral uplift- 
ment of the community became important planks in 
the constructive programme of the Congress Party. 
This was supposed to be in keeping with the spritual 
past of the country. No time was lost in introducing 
prohibition di\ring the brief period of tHe Congress rule 
in several States under the Government of India Act 
of 1935, ^This reflected the high priority accorded to 
the policy. With its specific mention as a directive 
principle of State policy in the Indian Constitution, 
Prohibition ceased to have the limited significance 
of a party programme, and assumed the status of 
a national goal. 

Opposition to Prohibition 

Prohibition has been encountering a spate of stiff 
and vociferous opposition from bodi vested interests 
and ‘rational* thinkers. It is dubbed as a moral fad 
of the party in power and as impracticable and harm¬ 
ful. In this context, the conflUct between its ethical 
and economic implicatiol^ is clearly brought out in 
sharp relief. The loss of a sizeable amount of re¬ 
venue derived from taxe.« on the production and 
consumption of spirituous liquors results in a cor- 
respondiog reduction in the development expenditure 
of the Government. Progress in agriculture, indmtry 
education, public health etc. is slowed down to a 
corresponding extent. Should the entire community 
suffer poverty in order to save the souls of a handful 
-- — 
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of drunkards? The usual Gandhian retort affirms 
that economic prosperity brought about with tainted 
money is not worth having. Even this retort inqili- 
citly acknowledges the actuality of a conflict between 
ethical and economic issues and the inevitability of 
a non-too-satisfactory choice made in terms of the 
community’s ultimate scale of values. Whether an 
individual’s abstinence from drink under the compul¬ 
sion of law has anything to do with morality may 
be questioned. “You cannot legislate a nation into 
morality”. Even if morality can be reconciled with 
compulsion, the critics pooh-pooh the undue pre¬ 
occupation of the policy makers with the tall order of 
bringing about the moral regeneration of a society 
and would much rather like the government to con¬ 
centrate its energies on more modest and mundane 
but urgent objectives such as the eradication of the 
grinding poverty of the masses. 

In particular, it is interesting to find economists 
who are wont to fall out over every conceivable issue, 
quickly closing their ranks on the question of prohi¬ 
bition, and arrayed in an almost liieratic opposition 
to this policy. 

It is not surprising that economists should, in 
case of a conflict, opt in favour of promoting eco¬ 
nomic development even at the cost of ethics. What 
is intriguing is their belief in the existence of such 
a conflict which is logically linked with the view that 
the dry policy hampers development. 

The unanimity with which economists seem to 
hold fast to this misleading and unchallenged view is 
disturbing. It reflects the somewhat tyrannical 
hold of the notions of classical economics on the 
minds of economists and of the easy saerifice of 
rational thii^ng on the altar of dogmatic and 
traditional ideas. 

This essay has the limited object of examining 
closely thmr argument. A dispassionate appraisal 
would show that prohibition, far from hindering tiie 
economic development of country, helps positively 
the develoiunental process. 
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The problem need no longer be presented as one 
involving an unpalatable choice between ethical and 
economic considerations. 

The following analysis assumes, to start with, 
that the dry law is efficiently enforced, and that Pro¬ 
hibition exists in fact and not only on the statute 
book. 

A major source of confusion is the identification 
of real and financial resources needed for develop¬ 
ment planning. This makes one look askance at 
every fall in the yield to the Treasury contributed 
by individual tax or loan schemes. Financial re¬ 
sources are, however, not of prime importance. It 
is the ready availability of real resources—land, 
labour and capital goods (like machinery and equip¬ 
ment)—^that hicilitates developmental effort. Fi¬ 
nancial resources are of relevance only in so far as 
they represent command over real resources (at the 
going price, if inflation is sought to be avoided). 
The use of real means of Production can be regulated 
by a judicious management of the finances. Finance 
is a camp-follower. So long as unused factors of 
production are available for the extension of pro¬ 
ductive activity, lack of finance is no cause for worry. 
If real resources are all used up, the availability of 
finance is of no help. 

The following analysis of the economic signifi¬ 
cance of. prohibition, therefore, is divided into 
two parts. Discussion in the first part centres 
round the economic effects of prohibition in terms 
of real categories, and in the other, financial 
categories. 

Analysis in Terms of Real Catecxiries 

Of the several requirements of rapid economic 
development, such as transformation in the outlook 
of the people, new socio-economic institutions, and 
a high rate of investment, the last mentioned factor 
is of crucial importance. It is also the one relevant 
for the present discussion, since, as noted above, the 
main argument advanced by the opponents of Pro¬ 
hibition revolves around the cut in the public invest¬ 
ment-expenditures following the loss of revenues 
from taxes on spirits. 

What we really need for investment is not scraps 
of paper called money, but things like cement, steel, 
power and labour, skilled and ordinary. Investment 
is the process whereby the labourers fashion cement, 
steel etc. into finished investment goods like machines, 
buildings, dams, locomotives and roads. Besides 
producer goods, such as cement and steel, we also 
require consumer goods for carrying on investment 
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activity. The workers engaged in setting up nc# 
factories, hydro-electric projects etc. have to be regu* 
larly fed, clothed and housed. Since by the very 
nature of their activity they do not themselves pro¬ 
duce consumer goods, these have to be procured 
elsewhere m order to keep the investment activity 
gomg. That is, the inoducers of consumption goods 
must produce a surplus of these commodities over 
and above what they and their dependents require. 
Unless such a surplus of at least the essential con¬ 
sumption goods is forthcoming, everyone in the 
community would perforce have to busy himself in 
producing bis minumun consumption needs and 

could hardly afford to engage in investment 
activity. 

In other words, an extension of the scale on which 
cement, steel, etc. are used in building real capital 
like school building, railways, plant and equipment, 
hinges on the increased availability of basic con¬ 
sumption goods necessary for the sustenance of the 
increased numbers engaged in bringing about this 
transformation. Even an overabundance of cement 
and steel is of no consequence if a corresponding 
surplus of essential consumption goods is not 
forthcoming. 

On the other hand, even in the case of a lack of 
cement and steel, investment activity can stiU go on, 
provided the producers of basic consumer goods 
can save a part of their output. Maybe, investment 
activity takes a different form in that case, and the 
gestation period is longer, or the product is inferior 
and less efficient in performance. The technique 
of production itself may have to change. For example 
if cement and steel are not available in sufficient 
quantity, the rate of investment can still be augment¬ 
ed in terms of construction of earthen bunds where 
possible, brick and mortor buildings, sinking wells, 
etc. provided always that there is a sufficient surplus 
of basic consumption goods to meet the extra needs 
of the additional workers employed on these new 
investment projects. How many workers can be 
engaged in fashioning investment goods on the basis 
of the availablity of a ^ven quantity of basic con¬ 
sumer goods d^nds obviously on the average rate 
of consumption per head. Likewise, the amount of 
basic consumption goods saved by their producers 
is determined by the munber of such producers, their 
average propensity to consumie, and the total pro¬ 
ductive capacity in such industries (including 
fanning). 

To sum up, the less the average propensity to 
consume basic goods, the great» the niunbeT that 
can be employed in investment activities oh the b^s 
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of a . given output of such goods, nie consumer 
goods producers would then be able to spare a 
greater surplus, and a given surplus would suffice to 
sustain a larger number of persons in the investment 
sector. Again, the larger the productive capacity 
in basic consumer goods industries, the higher the 
level of investment that can be secured, given the 
average propensity to consume. 

Obviously, alcoholic beverages do not constitute 
essential consumption and therefore, neither the ex¬ 
tent of capacity in the industries producing them, 
nor the propensity to consume such beverages, has 
any bearing on the volume of investment. In other 
words, in any economic system, the upper limit to 
the volume of investment and, therefore, the rates 
of growth, consistent with stability, are set by the 
existing productive capacity in basic consumption 
goods industries on the one hand, and the average 
propensity to consume such goods on the other. Are 
these fundamental factors which set the pace for 
economic development affecled favourably or other¬ 
wise by the adoption of a policy of prohibition? 

Again, subject to the overall investment ceiling 
imposed by these twin factors, it is necessary, in a 
shortage economy, to channel the scarce investible 
resources into high priority sectors to maximise the 
rate of growth. This is motivated partly by the 
object of concentrating on building up capacity in 
the basic mdustries and partly by social and techni¬ 
cal considerations such as the following: “The 
production can be undertaken only a fraction of 
commodities, and those which arc produced must be 
turned out in certain minimum quantities so for 
practical purposes the relative proportions in which 
different products can be placed on the market arc 
not capable of any larger degree of variation but are 
determined within fairly narrow limits by technical 
conditions of production.”* 

There is not the least doubt that a policy of 
prohibition greatly aids in regulating investment and 
in extending the capacity in basic industries. It 
results in an increased supply of basic consumer and 
producer goods to step up investment in high priority 
sectors by releasing non-specific factors of production 
from the liquor trade to be absorbed into the socially 
more urgent uses. The strategy of development 
planning lies in avoiding a dispersion of means of 
production over a wide range and in ensuring 
concentration of forces around a few vital targets. 
All wasteful exploitation of resources going into the 

*Murice Dobb, Soviet Economic Development since 1917, 
London, 1957, p. S. 
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manufacture and/or import of luxury goods and 
superfluities (like alcoholic beverages) has to be 
sharply checked, and the productive agents, thus set 
free, utilised to feed a process that will ultimately 
result in augmenting productive capacity in basic 
consumption goods industries. Indeed, develop¬ 
ment planning calls for an extension of the policy of 
prohibition to cover other non-essential production 
also. One wishes that people who demand the 
simultaneous abolition of prohibition and the res¬ 
triction of unessential production, had realised that 
they are indulging in the proverbial act of breathing 
hot and cold. The scrapping-up even the present 
half-hearted, partial dry policy in India is bound to 
lead to a phenomenal expansion of the liquor 
industry. It would naturally absorb sizable quan¬ 
tities of cement, steel, agricultural output etc. for 
setting up new breweries, distilleries, distribution 
centres. Considerable amounts of foreign exchange 
also may be used up. High priority consumption 
and investment activity would consequently be starved 
of real resources. 

Thus, prohibition, has a highly favourable effect 
on two of the determinants of the rate of economic 
growth —viz., the aggregate productive capacity in 
basic consumption goods industries and the direc¬ 
tion of investible resources. What is the effect of 
prohibition on the other strategic factor enumerated 
above, viz., the propensity to consume basic goods? 

The effect on this would appear to be adverse 
from the point of view of ensuring rapid growth. 
Once free consumption of alcohol is permitted, it is 
likely to absorb a part of the income of the people. 
Consequently, a relatively smaller proportion of the 
national income would be devoted to the purchase 
of the basic necessaries of life. In other words, the 
propensity to consume basic goods is reduced, which 
permits, as noted earlier, an enhancement of the rate 
of investment. Since the average consumption of 
the basic necessaries of the life per individual is lower, 
it is possible to maintain a relatively larger work¬ 
force on investment projects on the basis of a ^ven 
supply of these goods. 

Prohibition has the opposite effect of increasing 
the propensity to consume basic goods, to that extent 
hindering economic growth. Perhaps, where lies 
the clue to the common belief that enforcement of 
the dry law hampers economic process, although 
economists hardly probe below the financial cate¬ 
gories to analyse the real factors that should matter. 
The loss of revenue from taxes on spirituous liquors 
is of no consequences. The rise in the propensity 
to consume basic goods d^resses, as not^ above, 
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the maximum level of investment that any economy 
can sustain without generating inflation. 

All the same, the scrapping-up of prohibition and 
inducing addicts to throw away money on alcohol 
seems to be a queer and costly way of curbing the 
propensity to consume basic goods. A larger intake 
by individuals of such goods is in itself desirable in 
a country like India where the vast majority of people 
arc undernourished and ill-clad. In any case, there 
exist better ways of controlling the propensity to 
consume, if that were desired. The desired degree 
of restriction of consumption can be secured through 
the appropriate fiscal devices even under a policy 
of prohibition. 

Analysis in Terms of Financial Categories 

It is quite clear that prohibition can well form 
an integral part of public policy aimed at a growth- 
oriented allocation of resources. It would buttress 
development efforts rather than thwart them. Here, 
ethics and economics for once arc in perfect harmony 
with each other. 

The misconceptions about the economic conse¬ 
quences of dry policy spring from a superficial exa¬ 
mination of its financial implications. Too much 
is made of the “loss of revenue” argument. 

In the first place, the government is not likely 
to suffer any reduction in its receipts or financial re¬ 
sources as a result of prohibition. Once the factors 
of production rendered idle in the liquor industry 
are absorbed in socially more desirable occupations 
—this possibility is indeed the economic raison d'etre 
of prohibition—the national income is maintained 
at the prevailing level. The slice of income which 
used to be formerly utilised for liquor must now be 
either saved or diverted to the purchase of other goods 
and services. 

If the whole or a substantial part of this segment 
of income is saved, the availability of funds for in¬ 
vestment is likely to increase rather than shrink on 
the introduction of prohibition. This would ahppen 
so long as the additional savings exceed the former 
revenue yield from various taxes on spirituous liquors 
(such as customs, excises, sales etc.) These extra 
savings tend to equal the aggregate expenditure on 
liquor consumption, while tax revenue scarificed in 
the process of prohibition constitutes but a minor 
fraction of this expenditure. In the eventuality of 
the savings being hoarded, deficit spending to the 
extent needed to offset the hoardings would do no 
harm. The Government can then muster financial 
resources through this technique. Indeed, in such 


a situation deficit spending becomes indispensable 
for avoiding a recessionary fall in the level of prices, 
output and employment. 

Even assuming that the people do not save any 
part of the outlay formerly directed towards the 
consumption of alcohol, there is no reason to expect 
a decline in public receipts. The only alternative 
open to them is to spend the money on other goods 
and services. This increased outlay would result in 
an additional revenue yield of existing customs, 
excise, sales and entertainment taxes covering a wide 
range of consumption. This extra yield might 
well match the loss of revenue from taxes on 
spirituous liquors. Hence the fear that the public 
exchequer would suffer a loss of revenue following 
the introduction of prohibition is baseless. This is 
apart from the possibility that government can widen 
the coverage of outlay taxes and raise their rates, so 
long as this does not depress saving and consumption 
(of goods other than spirits) below the pre-prohibition 
level. The tax revenue might in that case surpass 
the pre-prohibition mark and the people would not 
be worse off in any manner except in respect of the 
doubtful hedonistic privilege of the consumption of 
alcohol. Of course, they stand to benefit in the long 
run from the climate of prosperity brought about by 
increased public investment. 

In any case it is better not to be obsessed overmuch 
with the impact of prohibition on the financial re¬ 
sources. The limits to the expansion of public ex¬ 
penditure are set not only by the amount of public 
receipts through taxes and loans available to finance 
such expenditure but also by the nature of taxes and 
loans contributing to the revenue and the extent of 
the unused productive capacity in the ‘basic’ indus¬ 
tries. Since prohibition is expected to increase this 
productive capacity, it makes possible an increase 
in public expenditure. The extent to which the Go¬ 
vernment can make use of taxes and borrowing also 
depiends, in the final analysis, on this productive 
capacity. 

In the context of development planning, taxes, 
public borrowing and such other fiscal operations 
should be regarded not so much as devices of raising 
revenue, as of securing optimum allocation of real 
resources. 

The ultimate role of different kinds of taxes and 
borrowing is to divert real resources from less to more 
urgent uses. Prohibition achieves this much more 
directly and effectively. The ‘loss of revenue’ in the 
limited sense is inevitable and is indeed the proof of 
such a desirable transfer of factors of production. 

The nature of the choice open to the community 
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in the case of a seeming conflict between revenue 
and allocative criteria is clear from the analogy of 
protective tariff. The success of a protective duty 
in achieving its aim of encouraging investment in 
demestic industries exposed to excessive or unfair 
foreign competition depends on how far it results 
in restricting foreign imports, which in turn is 
reflected in the fall in the revenue from the import 
duty. But this loss of revenue is not at all a cause 
for worry. It merely proclaims success in fulfilling 
the allocative goal. The nature of the problem is 
not very different in respect of prohibition. 

The foregoing analysis assumes that there is effi¬ 
cient enforcement of the dry law. The administra¬ 
tive problems posed by this need not be considered 
here. However, a few general remarks will not be 
out of place. 

It would be unrealistic to believe that all illicit 
trade in alocohol will vanish the moment prohibi¬ 
tion is scrapped. This trade is so well organised 
in many centres that it is likely to continue to flourish, 
though on a diminished scale. The resultant tax 
necessary for the state to maintain a certain irredu¬ 
cible minimum of enforcement machinery to prevent 
the violation of law in both these respects. To believe 
that, with the abolition of prohibition, the Govern¬ 
ment would save the entire cost of enforcing the dry 
law would be too optimistic. 

It should also be noted that one of the difficulties 
of effectively enforcing prohibition is the popular 


hostility based on misconceptions about the injurious 
economic consequences of this policy. Once the 
problem is presented to the intelligentia in a proper 
light and if the conviction is reasonably well estab¬ 
lished that the policy is economically sound and bene- 
fidal, the people are bound to extend a wider degree 
of cooperation in the enforcement of the policy. 
This will have a favourable effect on the morale of the 
enforcement personnel also. 

The problem of eradicating corruption and imp¬ 
roving the efficiency of the administrative machinery 
is a general problem not confined to the task of 
successful implementation of the dry policy alone, 
but is both urgent and vital for the success of planned 
progress. Planning necessarily involves a system 
of checks and incentives over the entire range 
of productive activity aimed at diverting economic 
resources from the socially less to more urgent uses. 
This presupposes an efficient administrative orga¬ 
nisation without which no planning is possible. 
To argue that the policy of prohibition which has 
beneficial economic consequences, should be abolished 
because it cannot be administratively enforced is 
tantamount to pleading for scrapping our plans on 
the ground that the administrators are tmequal to the 
task of implementing them efficiently. 

Administrative efficiency is one of the pre-requisites 
of all planning of which Prohibition of the produc¬ 
tion and consumption of nonessential goods forms 
an integral part. 


GOVERNMENT AND THE PARTY 
( Continued from page 8 ) 

could not dismiss an old colleague or choose a 
new one without consulting the superior autho¬ 
rities. It was the same with the conduct of Go¬ 
vernment business. Important declarations of 
policy were drafted, like the elcctorial prog¬ 
ramme by the Working^Committee, and usually 
took the form of identical resolutions. Legis¬ 
lation in fulfilment of the programme was made 
as uniform as different conditions in different 
Provinces allowed. Both in the management of 
these measures in the legislatures and on all impor¬ 
tant administrative questions Ministers were ex¬ 
pected to consult the Working Committee or its 
Parliamentary Sub-Committee, and usually did 
so. If they did not, a repressentative of the ‘hi^ 
command’ intervened and decided what should be 
done. Even their departmental appointments 
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were sometimes subject to the arbitral authority of 
the Central Control Board. The whole system, in 
fact, was a remarkable example of political uni- 
tarianism.” {The Constitutional Problem in 
India, Part III, pp. 120-I2I). 

But the Congress position was unassailable under 
the circumstances prevailing then. Not merely did 
the Parliamentary Board keep a hawk-like eye on the 
activities of the ministers but the legislation that was 
moved was outlined by the Congress itself in keeping 
with its policy and programme. On the outbreak 
of the Sojond World War the Congress Working 
Committee put a decisive question to the British 
GovMrnment: Arc you fighting only fascism or arc 
you also while fighting fascism seeking to usher in 
democracy? As no answer was forthcoming and 
also as a protest against plunging India in the war 
on the sole initiative of the Viceroy without consult¬ 
ing Indian opinion the Working Committee ordered 
the Congress ministries to resign, which they did 
forthwith. {To be concluded) 
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CAN WE 
AFFORD TO 
WASTE 





Over 4$o million mowthe to fetil...yet ■lme*t2S% of indit's fruits and vegetables 
go to waste due to spoilage between field.and kitehen. The reason? A cabbage 
or a carrot has miles to go before it's oaten. By that time, the bluing heat has 
done its damage. 


hinousTaM lever studied the problem... 
consulted Unilever food experts.. .then msde 
a beginning by setting up a modern dehy* 
dration* plant at Ghaziabad. 

Why dehydration? Because it's practical, 
easy to handle, inexpensive. Dehydration 
takes the water out, seals the freshness in. 
In fact, dehydrated foods stay fresh what* 
ever the season. They take so little space 
that transportation Is easy And they need 
no refrigeration, no special storagefacilitles. 
Dehydration is HINDUSTAN LEVER'S contri* 
button to the national effort to produce 


more food and make the most of what is 
avaltable. The farmer will grow more now 
that he can count on steady prices and an 
assured market. And less will be wasted, 
because more will be processed and pre¬ 
served. From all this will flow new products 
and therefore new opportunities. 

The housewife is already familiar with our 
dehydrated vegetables. Plans are afoot 
for offering her a greater range of such 
foods. The day will break brighter tomorrow 
...with a little less of care, a little more 
of |oy. 


TSDAV AND T0M0RR0W...HINDV8TAN LEVER SERVES THE HOME 


AICC Economic Ecvkw 



Rice Production in India 


L. L. Sarin 


Paddy is the most important of the food crops in 
India. Grown over an area of 35 million hectares, 
it covers 30 per cent of the total area under all food- 
grain crops. Although cultivated all over the country, 
the States of significant importance from the area 
point of view are Bihar, West Bengal, Uttar Pradesh, 
Orissa, Madhya Pradesh, Andhra Pradesh and Madras 
occupying 14.8, 13.0, 12.0, 11.9, 9.3 and 7.3 per cent 
of the total area put under the crop. The crop is 
grown either under irrigation or in the assured rain¬ 
fall area, the former covering about 37 per cent of the 
total rice area. Because of the dependence on rain¬ 
fall over a larger area, the production has shown 


an erratic trend from year to year. Taking the ave¬ 
rage for three years ending 1966-67, the production 
in terms of rice may be placed at 33.5 million tonnes 
per annum. 

The yield of rice varies from region to region and 
even from State to State within the same region. The 
variation is from 350 kg. to 1550 kg per hectare. Table 
1 shows Statewise yield per hectare of rice from 1949- 
50 to 1966-67. In 1966-67, the yields exceeded ICCOkg. 
• in the States of Madras, Andhra Pradesh, Kerala, 
Punjab and West Bengal. In Bihar, Madhya Pradesh 
and Uttar Pradesh, the yields were lower than 500 kg. 
per hectare. 


Table 1 

RICE PRODUCTION AND YIELD 


Production (In ’000 tonnes ) Yield per hectare (In kg ) 




49-50 

55-56 

60-61 

65-66 

66-67 

49-50 

55-56 

60-61 

65-66 

66-67 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1. 

West Bengal 

4029 

4517 

5454 

4893 

4824 

2059 

1026 

1185 

1050 

1038 

2. 

Bihar 

3404 

3416 

4545 

4246 

1571 

646 

708 

868 

807 

350 

3. 

Andhra Pradesh 

2154 

3100 

3661 

4165 

4740 

914 

1137 

1281 

1324 

1354 

4. 

Madras 

1795 

3012 

3559 

3709 

4117 

939 

1355 

1508 

1452 

1546 

5. 

Orissa 

2081 

2124 

3729 

3253 

3692 

508 

556 

985 

766 

868 

6. 

Uttar Pradesh i 

2548 

2589 

3151 

2268 

2060 

696 

688 

753 

557 

456 

7. 

Assam 

1765 

1693 

1751 

1847 

1793 

1074 

972 

954 

955 

883 

8. 

Madhya Pradesh 

2490 

2920 

3457 

1645 

1977 

661 

763 

835 

398 

464 

9. 

Mysore 

664 

1067 

1328 

1190 

1592 

864 

1330 

1313 

1170 

1490 

10, 

Kerala 

701 

875 

1068 

1006 

1096 

943 

1149 

1388 

12S4 

1363 

11. 

Maharashtra 

942 

1154 

1370 

863 

1120 

864 

994 

1041 

612 

814 

12. 

Punjab* 

137 

215 

459 

542 

543 

761 

752 

983 

1010 

1178 


All India. 

23S48 

27365 

34574 

30614 

30440 

771 

874 

1019 

72 

.855 


Shn. Sann is Senior ReteHcb Officer, banning Coinrnission (Agriculture Division}, New Delhi. 
* Erstwhile Punish indttding Nsiruts. 
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Growth Rates of Production, Area and Pro- 

DUCnVITY 

The rate of growth of production of rice daring 
the first Three Five-Year PLans has varied from State 
to State. State-wise linear growth rates of area, 
production and productivity of Rice have been work¬ 
ed out during the period 1952-53 to 1964-65 and are 
given in Table 2. 

An interesting inference from these estimates is 
that against the all-India growth rates of production 
of 3.64 per cent per annum, the relatively minor rice¬ 
growing State of Punjab had a very high growth rate 
of 12.31 per cent per annum, while the major rice 
growing State of West Bengal recorded a very low 
rate of growth of production of 1.42 per cent. This 
might be attributed to the competing claims of jute, 
a highly conunercial crop, on the available land and 
the fact that rice is cultivated largely under rainfed 
conditions in Bengal. In Putyab 74 per cent of the 
area under rice receives irrigation. The high growth 
rate of about 9 per cent per annum in area during the 
period under review is due to the extension of irri¬ 
gation facilities in the State. The southern States of 


Madras, Mysore, Andhra Pradesh and Kenda, whidi 
account for about semper cent of all-India prodi^on 
showed high growth rates of rice ixroduction. AU 
these States have a high percentage of irrigated area 
imder <»op i.e. 92 per ctmt in Madras, 61 pm cent 
in Mysoie, 90 pm cent in Andhra Pradesh and 46 
per cent in Kerala. In Uttar Pradesh imjuovanent 
in yield contributed relatively more to the increase 
in production than area. Bihar showed the same 
growth rate that for all-India but most of it was due 
to improvement of yield. A distrurbing observation 
is that the eastern States of Assam, Orbsa and West 
Bengal which account for over 30 per cent of all-India 
rice production, had pretty low rates of growth. 

World Production Of Paddy 

The world production of paddy is estimated at 
at 166.9 million tonnes in 1964-65 to which India’s 
contribution is about 57.8 million tonnes. The 
average yield of paddy per hectare in our country is, 
however, among the lowest in the world but indicates 
a rising trend. Thus, while the paddy production 
in the world increased from 150.9 million tonnes to 


Table 2 

LINEAR GROWTH RATES OF AREA, PRODUCTION AND PRODUCnVITY OF RICE 1952-53 to 1964-65 

(A^wage 1952-53 to 1954-55=100) 


State 

Percentage of Rice produc¬ 
tion in the State to all-India - 
(Triennium ending 1964-65) 

Production 
(Per cent) 

Growth Rates of 

Area 

(Per cent) 

Productivity 
(Per cent) 

1 

2 

3 

4 

5 

1. West Bengal 

14.4 

1.42 

0.13 

1.29 

2. Bibar 

12.8 

3.63 

0.23 

3.36 

3. Andhra Pradesh 

11.5 

5.15 

3.19 

1.56 

4, Orissa 

11.5 

2.88 

1.14 

1.60 

5. Madras 

11.0 

6.04 

3.19 

1.56 

6. Uttar Pradesh 

9.0 

5.08 

1.97 

2.61 

7. Madhya Pradesh 

8.5 

2.34 

1.28 

0.93 

8. Assam 

4.9 

0.78 

1.32 

(-)0.47 

9. Mysore 

4.1 

5.96 

1.97 

3.33 

10. Maharashtra 

3.8 

3.38 

1.75 

1.41 

11. Kerala 

3.1 

4.42 

0.53 

3.70 . 

12. Punjab 

1.5 

12.31 

921 

1.80 

13. Himachal Pradesh 

0.1 

4.61 

0.29 

4.18 

All India 

100.0 

3.64 

IS! 

LOO 


Source: Ecoaomics and Statistical Adviser, Ministry of Food and Africultate ‘Growth Rates in Ascieuttwe, 1949-50 
to 1964-65', March 1966. 
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t^.9 million tonnes (or I i per cent increase) during 
the five year period 1960-61 to 1964-65 in our country 
it intareased from 50.34 million tonnes to 57.86 million 
tonnes (or 15 per cent increase) during the same period. 
Table 3 gives the paddy production in principal ex¬ 
porting and importing countries of the world during 
the period 1960-61 to 1964-65. 

Import Of Ricf 

Despite being the world’s second largest producer 


of this cereal, India is a net Importer of rice. The 
imports come mainly from Burma, Thailand, U.S.A. 
and U.A.R. The magnitude of imports is determined 
by several factors like domestic production, world 
supply, prevailing prices, availability of an alter¬ 
native cereal like wheat on favourable terms and the 
degree of acceptance of such a cereal in the rice con¬ 
suming areas, and rise in consumption of food per 
capita with improvement in living standards. Table 
4 shows the quantity of rice imported and the indi¬ 
genous production since 1958-59. 


Tabu 3 

PADDY PRODUCTION IN PRINCIPAL EXPORTING AND IMPORTING COUNTIRES, 1964-65 AND COM- 

PARATIVE DATA 


{Thainand tons) 


Country 

1960-62 

Average 

1960-61 

1961-62 

1962-63 

1963-64 

1964-65 

1 

2 

3 

4 

5 

6 

7 

Main Exporting Countries 

Burma 

6848 

6789 

6729 

7665 

7457 

7400** 

Cambodia 

2252 

2383 

2039 

2622 

2760 

2574 

China (Taiwan) 

2398 

2378 

2508 

2628 

2623 

2795 

Thailand 

7667 

7789 

8177 

9259 

10168 

9625 

Viet-Nam Republic 

4885 

4955 

4607 

5205 

5327 

5031 

U.A.R. 

1368 

1426 

1142 

2039 

20009 

2300** 

Madagascar 

1152 

1212 

1167 

1270 

1270 

1250 

United States 

2456 

2476 

2458 

2996 

3187 

3316 

Brazil 

5248 

5392 

5557 

5740 

6200 

7000** 

British Guiana 

209 

214 

238 

242 

174 

264 

Italy 

692 

622 

700 

663 

564 

617 

Spain 

394 

401 

394 

392 

399 

384 

Australia 

125 

114 

134 

136 

142 

155 

Total 

3S694 

361S1 

35850 

40857 

42271 

427J0 

Importing Countries 

Ceylon 

852 

897 

897 

1002 

1026 

850** 

India 

S0341 

51297 

52210 

47871 

54734 

57860 

Indonesia 

12665 

13151 

12402 

13347 

11764 

13500** 

Japan 

16765 

17115 

16637 

17363 

17157 

16583 

Malaysia : Malaya 

804 

844 

797 

864 

869 

860** 

Pakistan 

15532 

16053 

16118 

14948 

17724 

16800 

Philippines ' 

3785 

3705 

3910 

3967 

3842 

4002 

Iraq 

93 

118 

68 

133 

143 

184 

Cuba 

285 

323** 

207 

231 

193 

160** 

France 

123 

103 

134 

130 

117 

132 

Senegal 

‘ 82 

83 

83 

91 

106 

100 

Total 

101.327 

103.689 

103.463 

99.927 

107.676 

111.400 

Countries not liiiad above 11.190 

Grand ToM (excluding China; 

1L070 

11.830 

11.480 

1X550 

1X770 

Matelaad, North Korea and 

148.200 

150.900 

151.100 

15X300 

6X500 

166.900 

North Yietnaqi) 


. .* '■' . . 

** Rough eithaate. 

Source : F.A.O, tUee Report RA.O. Roim, 1965. 
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Tabu 4 

IMPORT OF RICE AND INDIGENOUS PRODUCTION 
(In thousand tonnes) 


Year 

Import 

Indigenous 

production 

Total 

1 

2 

3 

4 

1958-59 

397 

31040 

31437 

1959-60 

292 

31468 

31763 

1960-61 

699 

34574 

35273 

1961-62 

384 

35663 

36047 

1962-63 

390 

31914 

32304 

1963-64 

483 

36889 

mil 

1964-65 

645 

39034 

39679 

1965-66 

783 

30614 

31397 

1966-67 

787 

30440 

31337 


The impots of rice have thus been rising from year 
to year and increased from about 400 thousand 
tonnes to 800 thousand tonnes by 1966-67. 


Factors Affecting Production 

Efforts have been made during the last fifteen 
years to improve the yield of rice in the country but 
much remains to be done. The improvement of 
yields depends ultimately on the willingness of in¬ 
dividual farmers to change their methods but the 
provision of government assistance in the form of 
subsidised farm requisites such as fertilisers, high- 
yielding varieties, cheap and timely credit, irrigation 
facilities etc. as well as the direct help of the extension 
workers plays a major role. The reclamation of 
waste land would help in increasing the production, 
but it ail depends as to how much this can be deve¬ 
loped at reasonable cost. For example, our country 
contains an estimated 21 million hectares of unused 
but potentially productive land, but comparatively 
little which can be developed for paddy at reasonable 
cost. 

Probably no single factor can affect rice production 
to the same extent as the provision of controlled irri¬ 
gation in areas where it is needed. Fertiliser appli¬ 
cation depends on an adequate and timely water 
supply, which is often a basic requirement, if rice is 
to be grown at all. In India about one-third of rice 
is irrigated. The need for irrigation obviously varies 
too, depending upon adequacy and regularity of rains. 
A substantial increase in the area, harvesting two or 
more rice crops a year, is technically possible by means 
of fuller development of iirigation potentialities 
and proper drainage. 


Oiu* small-scale subsistence farmers are often too 
ignorant or poor to use improved techniques. Land 
tenure conditions (such as share-cropi^) and poor 
water control, which the individual cultivator is 
powerless to alter, also impede or even prevent the 
adoption of better practices. Although tenants 
have been given legal protection and the worst features 
of tenancy eliminated, yet neither the basic agrarian 
structure nor the traditional primitive methods have, 
to a large extent, fundamentally changed. Delay 
in implementing the land reforms has impeded an 
improvement in our country. 

One of the most economical ways of increasing 
yields is the use of high-yielding varieties, but prog¬ 
ress is slowed down by lack of adequate extension 
services or of proper organisation for multiplication 
of seed. The potential scope for increasing paddy 
yields through heavier use of fertilizers is undoubtedly 
great. StriUng increases have been recorded on 
fertiliser use during the last decade in some of Asian 
countries, such as Japan, Korea and Taiwan, which 
apply 100-200 kg. per hectare in terms of plant nutrient 
mostly on paddy. In our country the average per 
hectare consumption of fertilisers, on all crops, does 
not exceed 4 kgs. This low consumption has a num¬ 
ber of technical and economic causes. 

There is no doubt that high price received by far¬ 
mers is the most important factor affecting produc¬ 
tion. The guaranteed minimum prices for sugar and 
cotton may have encouraged some shift to these crops 
at the expense of paddy and other grains in mid-19^. 
and the procurement system of foodgrains, with 
maximum prices below free market rates, may have 
discouraged farmers from increasing their area under 
paddy. But it is to be borne in mind that the paddy 
farmer has been assisted by the indirect measures to 
improve ehiciency and reduce farm costs. These 
may have been more effective than price supports in 
promoting production. 

Losses In Storage And Handling 

The losses of grains that occur after harvest in 
our country are manifold. It b estimated that at- 
least 10-15 per cent of rice is lost during storage by 
the combined action of rodents, insects and micro¬ 
organisms. Faulty methods of handling and trans- 
poratiott give rise to smalla but avoidaUe lossra^ 
In the stages of milling, the potential for increased 
yield of rke by adoption of modem milling techni¬ 
ques is estimated to be about 5-10 per cent (ff the 
total production. About 3-7 per cent of material is 
lost due to washing and cotddng at ^ stage of 
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utilisation. Theorettcally, a total saving of seven 
to eight millions tonnes of rice would appear to be 
possible which is 3/4d) of the total quantity of food- 
grains imported during 1966-67. To avoid this 
large quantity of wastages, it is necessary to conduct 
wider and concerted technological research {a) to 
study the effects of diverse conditions on the milling 
yields of rice; (5) to produce parboiled rice having 
qualities desired by the consumer; (c) to produce 
processed brown rice so that it is suitable for con¬ 
sumption and storage without further milling; (d) 
to study the storage qualities of various types of rice 
and processed rice products; and (e) to undertake 
systematic and large-scale screening of varieties for 
their milling, cooking and processing characteristics 
as well as their nutritive value. 


Consumer Preferences For Rice 

The habitual rice-eater in our country, not only 
strongly prefers rice to other cereals but has well- 
defined preferences for certain types and varieties 
and equally strong aversions to others. This non¬ 
economic characteristic adds a complex element to 
the structure of demand. The bulk of production 
and consumption is, however, coarse (bold) or me¬ 
dium grains hand-pounded rice. Machine-milled 
rice (about one-third of production) is sold mainly 
in cities and the bigger towns. In the north and 
central region, mainly short and medium grain trans- 
slucent rice, undermilled and with 30 per cent brokens 
is consumed. The high-incorac group prefers me- 
medium to long grain rice, well milled, with 10 to 20 
per cent brokens. Scented varieties are liked and 
considerable importance is attached to age. In the 
south and north-eastern region, mainly undermilled, 
short and medium grain parboiled with 20 per cent 
brokens is consumed. The high income group also 
prefers parboiled rice (well-milled, medium to long 
grain) with 7 to 8 per centsbroken and enjoy scented 
varieties. The demand for artificially coloured rice 
is confined mainly to a few areas notably south India 
and Bombay. Broken rice, being ordinarily the 
cheapest kind obtained, is almost entirely used for 
edible purposes by the poor classes. It is probably 
true to say that the more important a food rice is in 
the consumer’s diet, the more he is interested in the 
final dish lather than in the external appearene. It 
is only at the hi{^ levels of income (or for special 
occasions) that consumer can afford to discriminate 
and to insist on scented varieties or on special types 
of processing. 


Trends In Consumption 

The question of the probable future adequacy 
of the rice supply seems sufiiciently important to 
justify to deal atleast indirectly with the problem. 
Is the world rice outlook similar to that of threaten¬ 
ing shortage that some experts foresaw for wheat 
half a century ago, or is it nearer the situation of 
prospective wheat abundance now generally fore¬ 
seen? 

Average per caput consumption rice in our country 
may be between 90-100 kg. per head per year. There 
is, of course, considerable regional diversity of food 
habits. For example, per caput consumption varies 
from over 250 kg (100 per cent cereals consumption) 
in the eastern State of Assam to a negligible quantity 
in wheat-eating Punjab. It is difficult to estimate 
the future demand for rice. There are many factors 
which would affect the future demand. Population 
growth is undoubtedly the dominating long-term 
factor affecting total rice consumption. Changes 
in the distribution of population between urban and 
rural areas may increase or decrease demand. Pro¬ 
bably, income is the most powerful factor governing 
the per caput level and pattern of food as a whole 
even though tradition and habit may be more funda¬ 
mental in the short-run. Experience has shown that 
per capita consumption of rice will increase as soon 
as incomes grow. Demand is also affected both by 
the cost of the rice and by variations in its cost. Rice 
is in a strong competitive position vis-a-vis 
most other cereals so long as consumer incomes are 
rising. For example, in our country, wheat now 
accounts for 19-20 per cent of the total cereal supp¬ 
lies against 16 per cent in 1955. Total consumption 
requirements of rice in 1970-71, based on the present 
per capita consumption, could be placed at over 42 
million tonnes. 

The New Strategy 

Efforts have been made during the developing 
period to increase the yield of rice in the country by 
adopting measures like use of improved strains, better 
irrigation, heavy manuring and impioved cultural 
practices. New high-yielding strains have been 
evolved. But for the serious shortages of chemical 
fertilisers, the increase in yield would have been more 
spectacular. During the last four years, as a result 
of trials conducted in several research centres in 
the country on exotic varieties of seeds, a break¬ 
through in the present level of yield rates has become 
(Continued on page 38) 
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Trade Relations between India and Japan 

H. K. Sandhu 


Japan is ranked as the third developed country which 
has offered development aid and technical assistance 
to India in course of the rapid depletion of its foreign 
exchange during the Second Five Year Plan and 
afterwards. t 

To a layman, the technical aid and development 
aid, both seem to be very encouraging for the econo¬ 
mic development of India. But technically, 
benefits need to be examined through the trading- 
cum-investment system and the distribution of gains 
between investing and borrowing countries. Dr. 
Murthyi has pointed out that “the Japanese industrial 
circles were tHilly aware that India could become a 
helpful partner in trade and commerce if it were assist¬ 
ed” and Japan needed markets to sell the products 
of its neW industries and sources of raw materials to 
feed the new industries. Thus, this realization of 
each other’s mutual potentialities involved them in 
trade-cum-investment dealings. 

While mentioning the limitations of aid Dr. Murthy 
has supported Singer’s thesis* that “the multiplier 
effect took place in the country from where the 
investment came”. Dr. Murthy noted that “the 
Japanese look at the problem purely from a commer¬ 
cial angle and treat the extension of financial assi- 
tance as a necessary means of promoting their own 
exports.^ Murthy emphasized that “Japan’s emer¬ 
gence as one of the leading suppliers of capital goods 
to India tilted the balanee of trade in its favour”. 
Keeping this in view the net barter terms of trade and 
export gains index of Japan has been worked out in 
relation to India. The results of this study have 
fully si^ported the principles of opportunity costs 
and “multiplier effect” mentioned by H.W. Singer 
which are mostly in favour of investing countries. 

Miss H.K. Sandhu is Lecturer, Department of Economics 
and Sociology, Punjab Agricultural University, Ludhiana. 

1, Murthy, ‘P.A.K, "India’s Economic Relations with 
Japan”, Yojam, July 23, 1967. p. 2S. 

2. “1716 Distributk>n of Gains between Investing and Bor¬ 
rowing Countries”, Arnerkm Economic Jbvilew, Papers and 
Pnoceedujp, May, 1950. 


In order to know the net barter terms of trade and 
export gains index of Japan, the data were collected 
from the Indo-Japanese Business Directory—^issued 
anuallybythe Indo-Japanese Association of Japan. 
The study is restricted to eight years (1955-62). The 
percentage coverage of imports lies in the range from 
40.5 per cent to 99.5 per cent and that exports from 
25.3 per cent to 54.3 per cent. Exports of machinery 
and chemical products were omitted due to lack of 
data. The index numbers were constructed with the 
help of Laspeyre’s formula. 

“Though India’s trade position has shown a aligh t 
improvement since 1959, owing to a steady growth of 
exports of metallic ores to Japan, the balance of trade 
still remains in favour of the latter”. And for the 
sake of comparison, we take general trends of Japan’s 
trade and trade relations with India, which arc given 
in Table 1. 

Table 1 

EXPORTS AND IMPORTS OF JAPAN WITH WORLD 
AND INDIA 

(Unit: Million of dollars) 


Year 

World {\) 


India (2) 



Exports Imports Balance Exports Imports Balance 

1955 

2011 

2471 

-460 

84.7 

77.2 

4 7.2 

1956 

2501 

3230 

—729 

105.2 

103.4 

41.8 

1957 

2858 

4284 

—1426 

113.2 

104.9 

48.3 

1958 

i%n 

3033 

-157 

84.8 

74.4 

4 10.4 

1959 

3456 

3599 

-143 

75.9 

92,3 

-16.4 

1960 

4055 

4491 

-437 

108.7 

99.5 

4-9.2 

1961 

4236 

5810 

-1575 

in.i 

110.9 

+02 

1962 

4916 

5637 

-720 

119.4 

93.9 

425.5 


Sources: (1) Japan Statistical Year Book 1963. 

(2) Year book of International Trade Statistics, 1962. 

India got the fourth rank in Japan’s exports and 
eighth position in her imports. Largely Japan impor¬ 
ted industrial raw materials from India which helped 
in the production of her industries. 

3. Ibid. p. 26. 
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Exports to and Imports from India 

The main articles in Japan’s exports to India were 
textiles, machinery, metal and metal products, food 
and beverages, medicines and chemicals and non- 
metallic mineral products. And imports of Japan 
from India were textile raw materials, mineral fuels, 
metal ores and scraps, animal and plant raw mate* 
rials, machinery and non*metallic minerals etc. 

Japan imported only those commodities from 
India which helped in increasing the production of 
Japan’s industries. . Imports from India were mainly 
raw materials, mineral ores while exports were 
machinery, chemicals, metal and metal products etc. 
and due to relatively less production of electricity, 
steel ingot and other manufacturing commodities 
in India. 

If we consider the imports of iron ore and iron 
scrap from India tluring the period, the quantity 
imported indicated a rising trend from 1955 to I960. 
The quantity imported went down in 1961 but again 
increased in 1962. The variations in unit value were 
sharp upto 1958 but steady afterwards. The Korean 
boom had favourable effect on the Iron and Steel 
Industry of Japan. The effect of the highest import 
price of £ 52.5 per metric ton in 1956 caused the 
excessive imports of raw materials in the early months 
of 1957 and created acritical situation for the economy. 
This seasonal effect had not any impact on the in¬ 
dustrial production in the long-run because quantum 
of imports went on rising steadily because of the 
expansion of industry. 

Similarly, the exports of metal and metal products 
to India are almost the same in 1955 and in 1962. 
From 1955 to 1957, the exports incrca.sed very rapidly 
by more than 100 per cent. It again came down very 
sharply in 1959 due to comparatively high export 


prices, world recession and foreign competition in 
Indian market. In 1960, it went high but came down 
slowly again upto the level of 1955 in 1962. That 
means the exports of metal and metal products were 
highly influenced due to transformations in the 
Indian market. 

Analogous to quantity exported, the unit value 
of metal and metal products also increased upto 
1957 and came down in 1958, again went on increasing 
upto 1960, dropped in 1961 but went upto the level 
of 1957 again in 1962. It indicates that the exports 
of Japan were not very much affected by her price 
oscillations, but mostly depended upon the orders 
received from India. 

The Net Barter Terms of Trade 

The ratio of the prices of exports and imports 
indicates that in 1956 and in 1957, the unit value of 
imports were high, because of increasing demand of 
Indian raw materials in Japan due to investment 
boom affected by the Korean War. In 1956, the 
imports of Japan from India increased by 35 per cent 
and remained at the same level upto June 1957. 
The import prices of iron ore, zinc ore, mangmese 
ore and cotton had gone up with a great margin, 
with the result the net barter terms of trade were 
unfavourable in 1956 and in 1957. 

In the second half of 1957, Japan introduced several 
measures to control the swelling imports. The bank 
rate was increased. Import licences were issued. 
Raw materials had come out of the stocks and pro¬ 
pensity to import was cut down. The quantity im¬ 
ported in the second half of the year showed a decrease 
of 24 per cent and the value was also decreased by 29 
per cent due to the drop in import prices. 

With the result, in 1958, the net barter terms of 


Table 2 

NET BARTER TERMS OF TRADE AND EXPORT GAINS INDEX OF JAPAN 


Year 

Export value 
Index iPx Qx) 

Export value 
Index Qx) 

Unit Value of 
Export Index 
(Px) 

Unit value of 
Import Index 
(Pmi) 

Net barter 
terms of trade 
(Px) 

Pm 

Capacity to Export gains 

import (Px Qx)from trade Index 

1955 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 


1956 

124.2 

114.3 

107.7 

113.0 

95.3 

109.7 

— 4.6 

1957 

133.6 

227.5 

121.8 

126.0 

96.6 

106.0 

— 101.5 

1958 

100.0 

201.0 

102.3 

87.6 

116.8 

114.1 

— 86.9 

1959 

89.5 

67.9 

119.2 

91.1 

130.8 

98.2 

+ 30.3 

1960 

128.3 

215.7 

133,1 

86.6 

153.6 

148.1 

— 67.6 

1961 

131.0 

179.9 

110.6 

92,1 

120.0 

142.2 

— 37.7 

1962 

140.8 

96.2 

118.0 

90.0 

131.1 

156.4 

-h 60.2 
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trade became favourable with a great margin and it 
went on accelerating upto 1960. The rush of German, 
U.K. and Russian capital goods in Indian market 
reduced the demand for Japanese machinery and 
other capital goods in India in 1960-61. It affected the 
net barter terms of trade heavily and the unit value 
:of export index went down in 1961. 

In 1962, in order to compete in Indian market, 
Japan increased its exports to India and the imple¬ 
mentation of the Third Five Year Plan encouraged the 
imports of Japanese goods on cheap rates; specially 
the fertUizers, textile, yarn textile fabircs and synthe¬ 
tic plastics in India. 

On the other hand, the imports from India were 
cut down by 19 per cent. The imports of raw 
materials, steel scrap, zinc ore, pig iron, hides 
and skins etc. had gone down due to the 
depletion of stocks and other competing markets 
from dollar area in imports. The net barter terms of 
trade became more favourable by 31.1 points in 1962 
than 20.0 points in 1961. 

Capacity to Import 

During 1955-56, Japan gained from her trade with 
India except in 1956 and 1957 due to favourable 
income terms of trade. Income terms of trade or 
capacity to import was more due to favourable 
increase in export value index with a comparatively 
low unit value of imports index after 1957. It was 
because of the fall in import prices of iron ore, zinc 
ore, manganese ore, leather goods and coal etc. with 
comparatively high export prices of textile yarn, metal 
products, machinery and fertilizers etc. 

Only in 1959 the capacity to import went down due 
to a fall in the exports of metal and metal products, steel 
products and binoculars and parts with an increase 
in the unit value of imports index by 4.5 points. 

Capacity to import increased by more than one 
and a half times in 1962 from 1955 due to the increas¬ 
ing demand of Japanese capital goods in Indian 
market with a rising trend oFtxport unit values. The 
knowledge of capacity to import forced us to go into 
the variations in the ratio of the prices of exports 
and imports. 

Gains from Trade 

> . Negative; trom trade (Table 11) are the 
healthier sigins^or the economy of a couutry. It 


indicates comparatively more demand of a country’s 
commodities in the other country. 

Japan exported more synthetic plastic materials. 
Rayon yam. Iron and Steel products, bolts and nuts,. 
machina 7 , timepieces, transistor radios etc. to Indhi 
and imported less coal, ore, natural rasin from 
India in 1956 than in 1955, with the result the gains 
from trade became negative in 1956. 

Exports to India increased with a great margin 
while imports remained at the same level in 1957. 
The export gains from trade were extremely low in 1957. 
On the inverse, the negative export gains of Japan 
helped in infusing forei^ exchange crisis in India. 
Imha tried to cut its imports from Japan in 1958. 
In 1959, India increased her exports to Japan but 
decreased the imports further due to the offers of 
machinery from other markets, with the result, the 
export gains of Japan became positive by 30.3 
points. 

With the implementation of the Third Five Year 
Plan, the exports of Japanese goods increased in 
Indian market in 1960 and in 1961. The export ^ins 
of trade for Japan became unfavourable again but in 
1962 the quantity exported went down with in¬ 
creased capacity to import. The export gains from 
trade became positive with 60.2 points. 

With the exceptions of 1959 and 1962, Japan’s 
supply of conunodities was more than her capacity 
to import which helped Japan to strengthen her 
economy on the basis of her commodities’ demand in 
the Indian market. 

Conclusion 

It has interesting implications to note that the 
tremendous capacity to import and gains from trade 
with India always encouraged Japan to export more 
and 9 ve foreign aid to India. Japan’s balance 
of trade remained favourable with India except in 
1959, though Japan’s balance of trade was unfavour¬ 
able with the world throughout this period. It 
indicates that by offering aid and exporting capital 
goods to a primary commodity producing country like 
India, the inflow of capital helped in strengthening 
the economy of Japan more. The situation can be 
generalised that the Indian economy is progressing at 
a slow rate due to the disgmsed outflow of capital in 
the form of interest on foreign loans with standing 
capital and import of capital goods from developed 
countries. 
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Basic Problems of Underdeveloped Economies 

SuRESH Chandra Srivastava 


The underdeveloped countries are generally" defined 
as those areas of the world in which the per capita 
real income is low as compared with the per capita 
income in the U.S.A., Canada, Australia and Wes* 
tern Europe. Iliese underdeveloped countries are 
those of Asia, Africa, South America and some parts 
of the South Eastern Europe. They contain appro- 
xunately three-fourths of the world’s population with 
less than one sixth of the world’s income. There 
exists a wide disparity between the per capita income 
of the underdeveloped regions and the developed 
economies. The underdeveloped countries, of 
course, present a heterogeneous pattern; vast diffe¬ 
rences exist with regard to natural resources, their 
historical and cultural background and the stage of 
economic development. The richest underdevelop¬ 
ed country comes very close to the poorest develop¬ 
ed country. However, they resemble one another 
in one significant respect. They all suffer from un¬ 
balanced and lop-sided growth which may be dueto 
pressure of population and slow commercialisation. 
Such a state of affair giv^ birth to problems, which 
are common to aU underdeveloped economies bound 
together by poverty and technical backwardness.^ 

A few of the common characteristics of the under¬ 
developed countries are: (a) large population with a 
high rate of growth and considerable unemployment 
and underemployment; (b) an agricultural system, 
with markedly low producti^ty; and (c) low per capita 
income, resisting in and TrW a low saving ratio 
and low levels of investn^nts. Such a situation gives 
rise to a ’vicious circle of poverty’. Low real income 
per capita results in low saving capacity leading to a 
low rate of capital formaffon which brings in low 
productivity and low real income p«: capita for an 

, Shti Suresh Chandra Srivastava is lecturer in Economics, 
Banana EBodti University^ Vannan. 

Srivastava, ’’Basic Rroblems of Underdeveloped 
BooDOmj/^, MaOtheh K.)C Ooveimment Colhfe,: G^pur, 
Vannaiii, (1958), p. a 


increasing population.* 

. A situation of this sort can be summed up in the 
trite proposition, ‘a country is poor because it is 
poor’. Surveys of such areas show high mortality, 
high fertility, high illiteracy, inadequate food con¬ 
sumption, poor health conditions, etc. To these 
factors are added sociological and cultural factors 
which determine the social institutions and the quality, 
taste and character of the people. 

Economic development of such areas implies a 
more effective use of existing and potential productive 
resources in order to have highor productivity all¬ 
round and raising per capita income. This can be 
achieved in three ways. Firstly, with a few exceptions 
we have to adopt labour-intensive technique which 
means that we have to adopt capital and land-saving 
devices and we have to resort to technical innovations 
with these considerations. It is because of the fact 
that in an underdeveloped economy there is a plethora 
of labour, and paucity of capital, and if we adopt 
labour-intensive technique, we shall be able to subs¬ 
titute the redundant and surj^us labour for the re¬ 
latively scarce capita] equipment. Since the exist¬ 
ing resources in a backward economy fundamentally 
belong to the primary sector of production, i.e, agri¬ 
culture, the natural corollary is that t^hnical changes 
and innovations have got to be applied to agriculture 
and other primary occupations in the initial stage of 
economic development. Secondly, greater demand 
has to be generated foi those goods which absorb 
more of labour and less of capital with a view to 
securing greater employment opportunities. Thirdly 
we have to rectify the tmic disproportion among the 
various factors of production. We already know 
that underdeveloped countries as compared with 
the advanced onra, are underequipped with capital 
in proportion to their population and natural re¬ 
sources. This kck of proportion between labour and 

2. R.Nurkse, Ptobkna of Qg/ltd Formation in Underdevo- 
hped ComtrkSt Basic BlackweB, Oxford, (1958) p. 5. 



other factors of production hinders economic growth. 
It would, therefore, be in the fitness of things to aug- 
ment capital to correct the maladjustment. 

Effective Use of Resourecs 

In our programme of economic development, 
then, the top most priority has got to be given to 
increasing the productivity of agriculture. But we 
cannot afford to ignore industry altogether. This is 
because of the fact that agriculture cannot engage 
the ever-growing population if we have to evade 
the operation of the phenomenon of diminishing 
returns soon. In underdeveloped economies, there 
exists already a huge reservoir of labour in a state of 
chronic unemployment of so many varieties, seasonal, 
partial and disguised. 

It has been calculated that in a number of thickly 
over-populated underdeveloped countries as much 
as 25% of the agricultural labour is superfluous, and 
it could be easily dispensed with without any slight 
diminution in total output. The utilisation of super¬ 
fluous labour presents a strong economic case for 
rapid industrialisation and, therefore, secondary 
industry becomes important means of economic 
growth. In fact, the first stage of economic growth 
is a transfer of labour from agriculture to manu¬ 
facture. 

It is, therefore, futile to argue the relative impor¬ 
tance of agriculture and industry in the programme 
of economic development. It has been rightly re¬ 
cognised that they are in no way competitors. As 
a matter of fact, one supplements the other and be¬ 
yond a certain initial stage of development, the growth 
of one determines and facilitates the growth of the 
other. As such, agricultural development is signi¬ 
ficant both as a means of increasing average produc¬ 
tivity in the early stage and as an indispensible pre¬ 
requisite of industrial progress. Truly speaking, it 
is the rate of growth of productivity in food-produc¬ 
ing activities that basically conditions the rate of 
growth of an economy. Higher productivity in 
this sector enables a large complement of labour to 
be diverted towards non-agricultural production and 
various investment activities. This is desirable not 
only in view of the ever-growing need of an increas¬ 
ing population but also because in the ultimate ana¬ 
lysis higher per capita productivity in primary pro¬ 
duction is a sine qua non for the expansion of 
secondary and tertiary activities. This connotes 
that our stress should not be on—extension of agri¬ 
culture and expansion of agriculture manpower but 
primarily on intensive cultivation and the introduction 
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of better techniques in agriculture. iW the wider 
diffusion of innovations, agriculture needs industry 
as the technological base of advance, as an outlet 
of surplus labour and as an expanding market, for 
its products. Industrialisation, therefore, does in no 
way inhibit the growth of agriculture. Ihe problem 
thus facing the underdeveloped regions is not qne of 
the choice between agriculture and industiy; the 
problem is one of ensuring the balanced expansion 
of all appropriate sectors of the economy and main¬ 
taining an equimarginal distribution of resources. 
It is, therefore, incumbent to plan for multi-prpnged 
development of the various sectors of the economy 
into a well coordinated and integrated pattern. The 
plan should be consistent with the resources at our 
disposal and the various schemes within a plan must 
be mutually consistent. 

Capital Formation 

Then, the overall economic development of under¬ 
developed countries depends to a large extent on the 
pace of capital formation in these countries. The 
meaning of capital formation is that society does not 
apply the whole of its current production to imme¬ 
diate consumption but diverts a part of it to the pro¬ 
duction of capital goods, tools and instruments, 
machines and transport facilities plant and equip¬ 
ment, all various forms of real capital that can so 
greatly enhance the efficiency of productive efforts 
and make possible an expansion of consumable output 
in future.® Capital formation is a process through 
time and involves the generation of saving, and the 
devotion of savings for investment purposes. The 
greater the stock of capital the greater the productivity 
of labour and thereby the greater the flow of goods 
and services. The stock of capital manifests in con¬ 
crete form the technological knowledge that under¬ 
lines the organised process of production. Indeed, 
rapid increase in productivity depends upon the prog¬ 
ress of technological frame-work implicit in a high 
rate of capital accumulation. However, scarcity of 
capital is a striking feature of underdeveloped 
economies and this scarcity is both relative and abso¬ 
lute. It is relative in tl e sense that labour and land 
could be made more productive with the additional 
doses of capital, whereas it is absolute in the sense 
that supply of capital is too inadequate to employ 
the labour fully even in. the least capital-intensive 
work. Hence, the necessity of mobilising domestic 
savings. 


3. Ibid. p. 2. 
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However, the traditional way of amassing capital 
through savings does not serve us much at least in 
the initial stage of economic development. This is 
on account of the fact that consumption standard in 
these countries is very low and it cannot be reduced 
further for creating savings. Certainly, if once the 
development programme starts and per capita income 
rises some part of the additional income can be safely 
mobilised for saving through appropriate fiscal 
measures. There are other ways also for capital 
formation from the domestic sources. We can use 
the disguised unemployed for the formation of the 
capital. A disguised ‘unemployed’ is a person who 
is currently subsisting on a farm’s output without, 
himself contributing anything to that output. His 
marginal productivity is zero. If such a person is 
removed from the farm to the factory the subsistence, 
on which he was living is transferred into a surplus 
and becomes utilizable for the purpose of setting 
some other workers to lucrative employment.The 
unemployed personswere consuming a certain quantity 
of wage-goods on the farm. If he is put to work 
outside the farm this amount of wage-goods can be 
utilised to provide employment to other workers. 
The employment of the first worker paves the way 
for the employment of the second. The greater the 
number of disguised unemployed who can be given 
work on capital construction projects, the larger 
the amoant of such surplus and the greater the pace 
of economic expansion.* 

Let us suppose, a person in disguised unemploy¬ 
ment consumes Rs. 200 worth of wage-goods and 
suppose Rs. 400 worth of wage-goods are required 
to give employment to a worker in capital construc¬ 
tion programme. Now if two persons are removed 
from the list of the disguised unemployed, the amount 
of wage-goods released will be able to provide 
employment to an additional worker. Employment 
provided to two labourers really means employment 
for three. There is here something like the familiar 
‘multiplier principle’. The size of the multiplier 
which is called as the .‘jconsumption multiplier’ by 
Professor C.N. Vakil and Dr. P.R. Brahmanand, 
will depend on the difference between the wage unit 
(equal to amount of wage-goods to provide employ¬ 
ment to a worker) and the subsistence unit (the 
amount of subsistence unit released by the removal 
of one of the disguised unemployed to employment.'^ 

4. A.K. Das Oupta, ‘Disguised Unemployment and Eco¬ 
nomic Development,” The Economic Weekly, August 25, 1956 
pp. 1011-14. 

5. C.N. Vakil and P.R. Brahmanand, Planning for an Ex- 
ponding Economy, Vorca & Co., Bombay (1956). 


As is obvious, economic expansion moves in a 
‘virtual circle’ quite distinct from the ‘Vicious circle’ 
of poverty-low-saving-poverty, that is the characteristic 
phenomenon of the poorer two-thirds of the world. 

It, however, required certain conditions* to be 
fulfilled. The process can be initiated only if the 
increase in the volume of the employment is made to 
exceed the addition to the labour force consequent 
on the growth of population. So long as our schemes 
seek just to absorb the additional labour force that 
come into the market as a result of population growth, 
the disguised unemployment remains untouched 
and with it the ‘saving potential'. Once, however, 
our investment passes this limit cumulative process 
of expansion sets in. But the idea that .the 
subsistence of workers hitherto unemployed can 
be at once releas:d and put to use for supporting 
new investments is a bit too simple. It may have 
some justification in totalitarian regimes where 
Government can offer employment and import 
levies through some kind of coordinated policies. 
But the financial policies associated with a demo¬ 
cratic set-up like ours are less powerful and leakages 
are likely to reduce the value of consumption multi¬ 
plier very nearly to unity. However, even if there is 
a leakage in the subsistence fund, provided only that 
it can be covered by means of resources obtained 
from outside the system, it would be possible to 
mobilise disguised unemployment for capital for¬ 
mation. The other method, i.e., diversion of re¬ 
sources from unproductive to productive channels 
also secures a certain amount saving essential for the 
economics. As Ellis has remarked an economy 
experiences a net gain in the real resources for deve¬ 
lopment to the degree to which unproductive uses 
are abandoned and the resources are made to contri¬ 
bute to productive efficiency or productive equipment. 

Resources for economic development can also be 
obtained from foreign countries. This requires a 
a great fillip to export industries so as to work a 
substantial export surplus to match the heavy imports 
of capital goods. In addition to this, external re¬ 
sources can also be secured by procuring foreign 
loans and assistance on terms and conditions amenable 
to the politico-economic objectives of the economy. 
This import of foreign capital will not only increase 
the country’s export and import capacity but also it 
contributes to the growth of various external eco¬ 
nomies—such as labour skills and public works— 
which cannot fail, sooner or later but to benefit the 
(Continued on page 32) 


6. A.K. Das Gupta, op. cit, p. 1011. 
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Latest IIFT Publications 


TR4DINS WITH THE WORLD (COUNTRY PROFILES) 
p.p. 640 (apptox.) Price Rs. 19.75 (approx.) 

Full Cloth bound.' pate of Publication : June 7, 1968. 

The book brings under one cover comparable basic economic and marketing information of 
100 countries with a map of each country. The information being presented in each country profile, 
includes demographic features, natural resources, transport, communications, basic economic 
facilities, foreign trade and trade with India, trade policy and economic development and trade 
prospects. The publication serves as a reference book to manufacturers, exporters, export houses, 
export organisations, chambers of commerce and trade associations. 

COST REDUCTION FOR EXPORTS 

p.p. 225 (approx.) Price /tr9.50 (approx.) 

Date of Publication : June 30, 1968 

The book is based on a 3-day Workshop on Cost Reduction conducted by 11 FT. The Work¬ 
shop made specific recommendations to Trade & Industry and the Government for effectively dealing 
with the various elements of costs and for designing the cost reduction machinery for continuous 
watch on cost behaviour. This publication incorporates its conclusions and recommendations along 
with 20 background papers, dealing with all the important aspects of cost reduction. It is useful 
to manufacturers in their efforts to reduce costs and improve productivity. 

UNCTAD U—A STEP FORWARD by M.D. HSOURIE Director General, Indian Institute 

of Foreign Trade 

p.p. 300 (approx.) Price Rs. 11.25 (approx.) 

Full Cloth bound Dat of Publication : June IS, 1968 

It presents an objective analysis of the work of UNCTAD-II, incorporates the substance of 
discussions and the broad agreements and conclusions which emerged from the conference and the 
purpose still to be achieved by it. An authoritative publication useful to Chambers of Commerce, 
Industry & IVade, University and College Libraries, Public Libraries, etc. 


Above prices are exclusive of postage. 

Please, book your order with the Commercial Manager, Indian Institute of Foreign Trade, 
41-A, Friends Colony, Mathura Road, New Delhi-14. 
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The French Credit Policy’. Lesson for India 

Chakradhar Sinha 


fN THE post-war rehabilitation and stabilisation pro¬ 
grammes of France, credit management has played a 
crucial role. The main emphasis has been on control¬ 
ling the distribution of credit rather than its volume, 
the credit policy being conceived as essentially dis¬ 
criminatory in nature. It is for this reason that the 
qualitative credit control has frequently been resorted 
to as an important tool of monetary control. It 
ensures that the vital sectors of the economy needing 
credit in terms of production plans are able to obtain 
the necessary funds. On the other hand, credit for 
speculative and essential purposes is thoroughly rest¬ 
ricted. Thus the distribution of credit conforms to 
the pattern of genuine investment. In this light, 
qualitative.control of credit has played a significant 
role in the post-war reconstruction as well as in 
stabilisation during the second half of the nineteen 
fifties, and now in achieving full industrial expansion 
under the current Five Year Plan (1966-70). The 
credit plan is an essential aspect of the overall plan, 
and it helps to orient credit directionally in keeping 
with the various sectoral investment and output re¬ 
quirements. The procedure of drawing up the credit 
plan is closely related to other aspects of the plan 
formulation.’ 

Nationalisation of the ‘Big Four’ 

For effective control of cfedit and efficient mobilisa¬ 
tion of available resources, the French Government 
nationalised, as early as on Janury 1, 1946, the Bank 
of France and the ‘Big Four’ commercial banks—the 
Credit Lyonnais, the Societe Generale, the Comptoir 
National d’ Escompte, and the Banque Nationale 
pour le Commerce ct I’lndustrie. The ‘Big Four’ 

Shri Chakradhar Sinha is Professor, Post-graduate Depart¬ 
ment, Magadh University, Gaya. 

1. Fradautt, P. “France’s Plan and the Part of the Banking 
System in its Drafting and Execution”, Suarlerly Rtview, 
December, Banca Kazionale del Lavoro, 196S. 


controlled 57 per cent of the total deposits. A ffw 
months ago, the last two banks merged into the new 
Banque Nationale de Paris, which is now placed ahead 
of the Credit Lyonnais. The nationalised banks 
accounting for about 60 per cent of all deposit banking 
business, take the lead in the money market. How¬ 
ever, the organisation of the nationalised banks leaves 
their commercial character intact and they behave 
like private sector banks. We may sum up the main 
features of the French credit system in relation to the 
plan for economic development of the country, as: 
(/) the wide coverage of the organised credit system; 
(/■/) specialisation of functions—there being specialised 
financing agency for almost every type of activity: 
(Hi) centralisation of financial resources, i.e. of savings 
and their disposition according to centralised decisions. 

The guidelines of qualitative and other instruments 
of credit policy are laid down by the National Credit 
Council (N.C.C.) which was established in 1945. Jn 
the National Credit Council, the Minister of Finance, 
the Governor of the Bank of France, the Commi¬ 
ssioner-General of the Plan, and various other sectional 
representatives including trade union representa¬ 
tives, are present and take part in the deliberations. 
Of course, the Bank of France, acts as the main exec¬ 
utive agency. Within the broad guidelines laid down 
by the National Credit Council, the Bank of France 
orients selective control of credit—^selective to the 
point of individual determination in respect of pro¬ 
jects above a certain size. 

Evolution of Selective Credit Controls 

In the early stages after the Second World War, 
selective controls of credit were supposed to take 
almost the entire burden of monetary control in 
France. In 1946, selective control was more in the 
nature of a general direction when the banks were 
asked to exercise caution in granting loans and ad¬ 
vances. They were also instructed to refuse credits 
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that might be used to finance commodity hoarding. 
In 1947, more definite steps were taken towards selec¬ 
tive credit controls. Banks were required to provide 
extensive documentation for all requests for advances 
of over 2 million Francs. At the same time, ‘prior 
authorisation’ for requests of credits exceeding a total 
of 30 million Francs (raised to 50 million Francs in 
February 1948) by individual borrowers from all 
banks duly documented in the form of a ‘dossier’ was 
to be obtained from the Bank of France.^ In addi¬ 
tion to restricting new loans and advances, the banks 
were required to scrutinise existing credits with a view 
to reducing or refusing the facilities to customers not 
directly engaged in the production of goods. Credit 
for non-productive purposes such as the purchase 
of securities or properties, was prohibited. Further, 
the banks were required to supply the Bank of France 
with monthly detai'ed statements of all loans and ad¬ 
vances. These restrictions were enforceable, where 
necessary by refusal of the Bank of France to grant 
rediscount facilities. The Regulations of September 
1948, provided for individual rediscount ceilings for 
each commercial bank as well as an overall limit for 
all banks. 

In 1949, some of the restrictions were relaxed but 
in 1950, they were furthr tightened. Early in 1950, 
the limit of ‘prior authorisation’ by the Bank of 
France was raised to 100 million Francs. This shows 
that the screening procedure followed by the Bank of 
France was tightened this time mc^re than ever before. 
The Bank of France also applied the criteria of 
economic utility in judging credit requests governed by 
‘prior authorisation’. Banks were also asked to refuse 
credit request unless funds were urgently needed. 
What is more interesting, selective controls were made 
more specific this time. The banks were asked to 
exercise great care in granting credit for the holding 
of stocks such as, butter, wine, rum, wool, sheep-skins, 
cotton, leather and leather goods. 

The alarming price situation led to further restric¬ 
tions on the monetary front in 1951. The Bank rate 
was raised from 2^ p:r cent to 3 per cent, and later 
in November 1951, to 4 per cent. Banks were permitted 
to grant only such credits as were in the national 
interest. Whenever a firms’s loans exceeded 500 
million Francs, all such loans were scrutinised by the 
Bank of France under ‘prior authorisation’. The 
banks were asked to reduce credits to those sectors 
which experienced price rise or which encouraged 
speculation. The following trades were especially 
discouraged: wine, metallurgy, leather, rubber, sugar 

2. Navani, U.S., “Selective Cradit Controls Abroad”, 
The Journal of the IiuOan Institute of Bankers, January 19S9. 
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^canned goods, flour and flour products, timber pro¬ 
ducts, stocks fattening, etc. Fresh credit for hire- 
purchase was prohibited, as was practised by Austra¬ 
lia and New Zealand. For the first time, import bills 
were included in the category of ‘prior authorisation’. 

In 1956, in the face of inflationary pressures and 
adverse balance of payments, belt was further tigh¬ 
tened on the credit front. Consumer credit was rest¬ 
ricted. The volume of credit which an institution 
specialising in instalment credit might grant was fixed 
at 8 times the volume of its own resources instead of 
10 times. Down payments were also raised from 
20 per cent to 25 per cent. It may be compared to 
Regulation ‘W’ of the Federal Reserve Board. As 
inflationary pressures continued to loom large over 
the French economy, more drastic measures were 
adopted. The Bank rate was raised to 5 per cent in 
August 1957. Hire-purchase restrictions were further 
tightened when the down payments were raised from 
25 per cent to 30 per cent. The period during 
which the instalment payments might be spread, was 
reduced from 21 months to 18 months in the case of 
motor cars and from 18 to 15 months for household 
equipment. In August 1957, the point of culmination 
was reached when the Franc was devalued by 20 
percent. From December 2, 1957, the individual 
bank’s rediscounts at the Bank of France were cur¬ 
tailed by another 15 per cent, thus bringing the total 
cut to 35 per cent. Further, the National Credit 
Council of France, on February 7,1958, set up a ceiling 
on the amount of short- and medium-term credit that 
French banks might extend to the private sector. This 
ceiling was set for each individual bank at the average 
of the volume of short and medium-term credit out¬ 
standing on September 30, 1957 and December 31, 
1957. 

In recent years, selectivity marks the grant of term 
credit by the Credit National where the purpose of the 
loan is closely scrutinised to ensure that it is in con¬ 
formity with the Plan by formal consultations with 
the Planning Commissariat in all cases involving 
sizeable amounts.® Banks are to obtain ‘prior 
authorisation’ from the Bank of France in granting 
any credit that would bring the aggregate of bank loans 
granted to any single enterprise upto a certain level. 
Banks are also requested to supply information on a 
detailed basis regarding credits granted to the Service 
Centrale des Reques. On the basis of such data, the 
Bank of France takes the decision in individual cases. 
Thus the monetary authorities help the orientation of 

3. Karasimhan, M., “Case for More Active Credit Planning”, 
The Economic and Political Weekly, Annual Number, February 
1967. 
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investment dectsions along the lines laid down in the 
Kan. There is, in brief, an element of selectivity 
related to overall economic objectives. 

Lbndino Priorities 

On the more positive side, the selective credit 
control technique has established a system of priorities 
in the allocation of bank credit. The pr ority sectors 
are unaffected from restrictive monetary measures. 
The banks have always been asked to accord priority 
to the basic economic activities as defined ^ the 
Kanning Commission. These priority groups in¬ 
clude agriculture, industry and export. Three types 
of b Us—medium-term bills for reequipment of 
industry, agricultural biUs drawn in connection with 
the wheat harvest and movement of crops, and export 
bills—are excluded from the imposition of rediscount 
ceilings. A preferential rate of discount has been 
prescribed from time to time for certain bills by the 
Bank of France. The French authorities consider 
that overaU credit restrictions are a ‘necessary evil’* 
that can be controUed only by leaving a special channel 
open for credit expansion to priority sectors of the 
economy—the reequipment of industry, the financing 
of wheat crops and the promotion of exports. 

Evaluation 

The selwtive credit control poUcy in France has 
endeavoured to reconcile monetary stabiUty with the 
requirements of economic growth. It has fulfiUed 
the demand that credit policy must seek to harmonise 
the requirements of monetary rehabilitation with those 
arising from economic and social developments.'^ 
This is probably why the control of credit has actuaUy 
been so implemented as to prevent an indiscriminate 
credit expansion while living the way open, through 
various safety ‘valves* to credit expansion for the 
priority sectors of the economy. 

The success of selective credit squeeze in France 
is endent in certain lines, for example, credits to 
canning industry, breweries, leather and rubber, which 
were definitely reduced, while credits to sugar and 
cattle- breeding remained "generaUy stable. Credits for 
automobiles and some other consumer goods decUned 
after the imposition of restrictions. On the other 
hand, it facilitated credit expansion in the priority 
sectors in the national interest. Evaluating the success 
of the selective credit controls in France, M.A. Kriz 
writes : 

4. Q^atrlemit Report Anmul du ConseU du Credit (Paris 
1950), CMdusknu. 
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“The credit restrictions have compelled traders to 
release speculative stocks of goods, and exporters to 
sell to the authorities the fbll amount of thrir export 
proceeds. They have thus contributed to the elimina¬ 
tion of the shortage of goods at home, the halting of 
rise in prices, and the cutting of balance of payments 
deficit.’’8 

The selective credit control policy in France seems 
to reflect a compromise between the requirements of 
rigidity inherent in any effective direct restriction and 
the practied necessity of flexibility. It has been 
applied with moderation and determination. An 
examination of the working of the selective instru¬ 
ments in France does not support the conclusion of 
Hirshchman and Roosa that it has been a faUure.^ 
The selective credit policy has been an essential tool of 
the execution of Plan in France, and there is a case 
for further intensification of the technique. As Wilson 
observes: 

“The monetary authorities should be more con¬ 
cerned to ensure that the distribution of credit accords 
with the broad lines of the economic policy favoured 
by the Government,”® 

It may be stated that, under modern political, 
economic and social conditions, the French experience 
is a valuable guide for implementation of growth- 
oriented monetary policy in a free market economy. 
It remains true that there would have been pronounc^ 
sectoral imbalances and that the rise in credit would 
have been greater if there had been no controls. In 
France, the selective instruments of credit control 
have operated more from the point of view of channel¬ 
ing credit into desired sectors rather than the more 
usual application of such controls in other countries 
for diversion credit away from certain uses. 

Differences in India and France 

The setting up of the National Credit Council 
(N.C.C.) in India along French lines has aroused 
considerable interest in the country. However, 
circumstances differ significantly between the two 
countries. The French National Credit Council was 
established under the Bank Nationalisation Act, 
194S, to control the nationalised banks and streamline 
the credit policy for the country. In India, the 
National Credit Council has been set up to satisfy 

6. Kriz,, M.A., “Credit Control in France”, 7%e American 
Economic Review, Much 1951, Vol. XLI, Number 1, p. 106. 

7. Hirschman, Albert O., and Roosa, Robert V., “Post-War 
Credit Controls in France, The Federai Reserve BuUetin, April 
1949, pp. 348-60. 

8. Wilson, J.S.G., French Batdcing Structure and CredUt 
Pidky, O. Ben and Ltd., Loniton 19S7, p. 376. 
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the protagonists of bank nationlisation. Further, 
the credit system in India, unlike France, lacks the * 
requisite amount of elasticity and flexibility. Now 
that the National Credit Council is a *fait accompli*, 
the precise question is how to derive the maximum 
benefit from it. 

It has been emphasised that the National Credit 
Council in India would supplement rather than 
supplant the role of the Reserve Bank in formulating 
and executing monetary policy. It is expected to 
function as a forum for determining priorities and lay¬ 
ing down broad guidelines. The proposed changes 
on the Board of Directors of the banks are expected 
to ensure social control of the banking industry, 
prevent any monopolistic trend, concentration of 
economic power and misdirectoion of resources. It 
would thus ensure a socially-oriented credit 
policy. 

There are onerous tasks before the N.C.C. in India 
and it has to handle them with caution. It has to 
function in an institutional setting with a mixed 
economy, heavy development expenditure under a 
planed development programme, an indigenous jux¬ 
taposition of a highly organised and a loosely un¬ 
organised money and banking system and changed 
political complexion. The important function of the 

PROBLEMS OF UNDERDEVELOPED 
ECONOMIES 
(Continued from page 27) 

domestic economy. In the development of the more 
matured economies of today, foreign capital has been 
a source of considerable importance. However, 
in final analysis much reliance has got to be paid on 
internal capital and external capital should occupy 
only a subordinate position in the process of economic 
growth. As a matter of fact, foreign aid can bring 
but transitory benefits unless internal resources are 
exploited to an optimum level for capital formation 
in these backward regions. 

In addition to this material capital formation, 
economic development has much to do with human 
endowments social attitudes, political conditions, 
and historical accidents.'^ Capital is essential but 
not a sufficient condition of progress. There must 
be people with new ideas, hopes and infinite calibre to 
work with it. The underdeveloped economies suffer 
from other types of shortages such as organisational 
deficiency, shortage of the right type of productive 
techniques and technical know-how and the absence 
of appropriate development environment. Econo- 

7, Umesh Prasad, “Social and Political Problnns of Eco¬ 
nomic Oovelopmeot,’* The Indian Journal of Economics, July 
1964, pp. 83-68. 


N.C.C. is to frame a monetary budget for the economy 
and rationalise the struefure of credit p lanning . It 
should study the credit requirements of the various 
sectors of the economy and provide guidelines for 
rational distribution of credit by commercial banks 
among those sectors of the economy. would have 
to make adequate proviidon of cre^t information on 
French lines. It should also indicate the steps that the 
banks should take to mobilise more savings for planned 
development. It would have to find out ways and 
means of directing requisite amount of commercial 
bank credit to the vitally important sectors of 
agriculture, export, small-scale industry and the 
cooperatives. 

The above tasks are crucial indeed and the success 
would largely depend upon competence of personnel 
and sincerity of purpose. It must have a full-fledged 
and effective research cell. It should meet frequently 
and reorient the commercial banks lending policy 
in the best interests of the nation. 

It is expected to serve the twin objectives of enabling 
the Reserve Bank to employ credit controls with em¬ 
phasis on selectivity; and secondly, helping the bankers 
to meet the genuine financial requirements of industry 
and trade. It would thus introduce an air of disci¬ 
pline in the entire banking industry. 

mic growth, therefore, in these areas demands a 
conscious and deliberate efforts at allocation of 
resources and for procurement of technical know¬ 
how and organisational skill and creation of 
favourable socio-economic set-up. 

The Role of the Sfate 

The role of the State in this respect is obvious and 
positive. The State has to act as a propellor of the 
economy; it has to wave congenial environment for 
development purposes. It has to develop transport 
facilities, training facilities in the productive techni¬ 
ques and formulate fiscal monetary policies suited to 
the genius of the economy. The role of the State is 
important because in an underdeveloped economy the 
impersonal automatic forces of economic growth do 
not exist, or even if they exist, they exist in a rudi¬ 
mentary form. From this impasse, the economy 
could be rescued only by an agency like the State 
which as the guardian of the community could resort 
to planned economy and embark at huge investment 
programme on welfare, as opposed to profit-making 
considerations. The State can determine the charac¬ 
ter and extent of every type of economic activity— 
agriculture, industry, conunerce or foreign trade 
through a series rtf' plans. 


32 


AICC Economic Review 



Gleanings from the Press 


SIGNIFICANT PACT 

The agreements reached between India and Ceylon 
to set up a joint consortium for the marketing of tea 
and for establishing joint ventures in both the coun¬ 
tries mark a major step in the efforts of the Govern¬ 
ments of the two countries to dismantle barriers to 
economic cooperation and trade. Given the vision 
and determination of both the sides, these agreements 
can serve as a springboard for broadening the two- 
way traffic and enlar^ng the scope for economic 
cooperation on a continuing basis. The pact for 
joint marketing of tea has a special significance for 
both the countries which between them account for 
four-fifths of the world output of tea and for three- 
fourths of the world export of tea. 

The Financial Express,3unt 8, 1968 


WELL BEGUN 

The new Chief Minister of Haryana, Mr. Bansi Lai, 
has begun well. He has avoided the temptation of 
having a large Ministry to accommodate all aspirants 
for office...The New Haryana Congress Leg^lature 
Party is more compact than the previous one, thanks 
to the new standard adopted by the Congress leader¬ 
ship in the selection of its poll nominees...Mr. 
Bansi Lai has taken a calculated risk in keeping some 
important figures out of h^ team. But since qiute 
a few of them have been left out the heart-burning will 
not be so great. By deciding not to appoint any 
Ministers of State or Deputy Ministers he has elimina¬ 
ted another source of internal bitterness and con¬ 
flict... Within the limitations imposed by the 
composition of the party, Mr. Bansi Lai has collected 
as homogeneous a team as he could. 

In undivided Punjab one in every three member 
of the Congress Legislature Parly was provided a 
ministerial berth. Under the United Front regime in 
Haryana, (here was no ceiling on the number of 
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ministerial posts. In its frenzied attempts to keep 
itself in power, the ruling coalition resorted to aH the 
methods of the market-place, cynically sacrificing the 
interests of the people. To create more and more 
ministerial posts to satisfy personal and group ambi¬ 
tions in the party is to j^ve precedence to party interests 
over the weU-being of the people. Haryana is a small 
and backward State. A small, compact Ministry 
will ensure efficient administration and be able to 
tackle the State's problems more effectively. Mr. 
Bansi Lai has acted courageously and set a good 
example. If his Government shows the same wisdom 
and courage in its approach to the economic and social 
development of the State, Haryana can look forward 
to a period of stability and progress. 

The Indian Express, June 10,1968 


DAY-DREAMING 

It is easy to prescribe a cure for alt of India’s ills once 
one chooses to ignore the logic of the political system 
in force. How nice everything will be for instance if 
the country can be made to save 25 per cent of its 
income every year for investment in industry and 
a^culture. Again, how simple everything will be if 
all the parties can declare a joint war on poverty... 
A change in people’s psychology can work a miracle 
overnight. .The national economy can pick up at 
once if everyone works harder and puts efficiency 
above everything else. But all this is mere 
day-dreaming.. .The future of the country would 
be dark indeed if everything hinged, as Mr. Raja- 
gopalachari writes in the latest issue of Swarajya, 
on the formation of “a non-party supreme coundl 
of talents and experience to take de facto the place 
of the present Cabinet”. In the pr^ent poUtical 
context of intense inter-party warfare and unending 
factional fights within each party, how is it possible 
to set up such a council? Who is to select the most 
talented persons, in the country and on what basis? 
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In any case how does Mr. Rajagopalachari assume 
that even if a council of talents is formed it will produce 
agreed solutions? In a team of talents th^e are in 
fact likely to be as many views as there are persons. 

Mr. Rajagopalachari’s proposal is quixotic in as- 
much as it ignores the parliamentary system under 
which the Government is responsible to the elected 
legislature...Apart from the practical difficulties 
in the way, the proposal is basically unsound. If 
the rate of progress today is so slow it is because 
members of the Government often pull in different 
durations. It is absurd to imagine that they are more 
likely to pull together if they belong to different 
parties and hold widely divergent views. It is easy 
to understand the desire of all the parties to share in 
the power at the Centre. But this desire cannot be 
satisfied by expecting the majority party to behave as 
if it were in a minority. If the country is to be ruled 
by a supreme council of talents it will have to dis¬ 
pense with both the party system in its present form 
as well as general elections based on adult franchise. 

The Times of India, June 7,1968 


YOUTH IN TURMOIL 

From the Prime Minister downwards many speakers 
in the AICC referred to the growing restlessness 
among youth. 

In our country, youth carry the glorious tradition 
of militant action in the days of the freedom struggle 
against British Raj. Young men and women, in their 
thousands, faced bullets and many of them did not 
hesitate to mount the gallows for the noble cause of 
brealdng the chains of slavery that bound the mother¬ 
land. It was not only the spirit of adventure but 
death-defying heroism and self-sacrifice that marked 
the memorable contribution of our militant youth 
in the struggle for national independence. 

It is against this background that the progressive 
elements in the country are now called upon to come 
forward and give a purposeful lead to the spontaneous 
restlessness that has overtaken youth. The Left 
forces in particular have an immediate responsibility 
because, if they fail to give a lead, there is the danger 
of this restlessness being exploited by reactionary 
elements like the Shiv Sena or the RSS or being be¬ 
fuddled by misleading calls of struggle for linguistic 
the South against Hindi. 


...What is of urgent importance is to provide 
a correct orientation and perspective of socialism 
to the millions of young men and women who have 
shown a great spirit of defiance of the status quo and 
have been groping for a proper lead. The problems 
facing youth in our country, social and economic, 
need to be carefully studied. High cost of education 
and the spectre of unemployment stare them in the 
face. Platitudes have ceased to sway them. 
...what is wanted is solid, serious, painstaking 
work among the youth, explaining to them the 
implications of social forces and the significant role 
they can play in accelerating those forces. 

Mainstream, June 8,1968 


BHARATIYA KRANTI DAL 

The BIRTH of the Bharatiya Kranti Dal about a year 
ago was not an earth-shaking political event, and if it 
disintegrates, it will not leave a big vaccum. Essential¬ 
ly a party of frustrated elements who swear by high- 
sounding principles but who rarely act accordingly, 
the B.K.D. is fast losing its unity and strength. It 
may even lose its pockets of influence in some states. 
Its national executive’s decision to dissolve the party’s 
West Bengal executive may be a decision that has 
been taken on principle but the ultimate result will 
be the virtual collapse of the party in the State. 
The decision of U.P. unit of the B.K.D. to set up 
candidates in all constituencies in the mid-term poll 
is too ambitious. In Bihar, Mr. Sinha may have a 
personal following but the party has lost considerable 
strength after the defection of the Raja of Ramgarh’s 
group. In other states, particularly in the south, 
the B.K.D. has no moorings. 

In these circumstances the B.K.D. can hardly hope 
to survive, let alone play an all-India role. In West 
Bengal it will lose its identity because of its alliance 
with the Marxists who are adept at exploiting friend¬ 
ship to their own advantage. In U.P. little will 
be heard of the party after the mid-term poll, and Mr. 
Charan Singh may seek fresh pastures. Mr, Maha- 
maya Prasad Sinha may fight a lone battie but how 
long? The B.K.D’8 future is thus dismal, and its 
days seem to be numbered. 

National HerdU, June 7,1968 
AICC Semiomfe 
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Book Reviews 


Unionism in a Developiiif' Economy. C.K. Johri, 

Asia Publishing House on behalf of Shri Ram 

Centre for Industrial Relations, Delhi, 1967 

Price Rs. 25.00 

Thk volume is a serious attempt to trace, characterise 
and put on one canvas the elements, roles and functions 
of trade unions as an important constituent of the 
industrial relations system in any society that admits 
of “decentralised decision making and group interests 
to shape work rules”. The focus is closely laid on 
the characteristics of a developing economy and the 
forms and functions of trade unions that can accelerate 
the process of economic development. Arun Joshi, 
the Director of the Centre, rightly observes in his fore¬ 
word to the volume that in India, Government policy 
has aided and obstructed the nurturing of unions at 
the same lime. This is of course paradoxical and 
sclf-c mtradicting, if not completely self-defeating. 
One docs not have to go very far to find proofs for the 
observation. The interaction process between the 
Government and organised labour movement dis¬ 
cerned in the study is a pioneering attempt to explore 
a relatively untrodden aspect of trade unionism. The 
book should- be read with interest, though there may 
be disagreement on specific issues and observations. 
And the subject itself is much susceptible to partisan 
views of different kinds. 

Historicallyj the development of the present forms 
of industrial organisation, trade unions and employers’ 
organisations was almost simultaneous and each 
provided the need for the other. However, exploita¬ 
tion of labour in a country like India was npt.iafre- 
queifi ahif %tcii -ni)w the cortdttion of labour te'any- 
thing but ideal. Whether economic development 
should be at the cost of labour or capital is a moot 
question that can be answered only in^ larger time ^ 
perspective but that labour has not been given a fair 
deal by entrepreneurs is a question of fact. That 
there has occurred a good deal of spumous ovd'em- 
ployment is also a fact. The crux of the matter is, 
where to strike the balance? There can be no 
question- that* Govwrnraem«4nte!wenti<m’ bp essential inr- 
the eondWOWsmmtstifiW b 
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the last war. In what form it should be^ andtO’^ht 
extent, are questions in which not much thinking seems 
to have gone. Development of outside leadership 
for trade unions^ a political orientation and the general 
mode and manner of functioning of trade unions have 
not always looked up to the best interest of the wwker- 
cornmunity. The entire approach seems to have been 
agitational in character, failing to provide the desir¬ 
able kind of constructive leadership, centred on the 
enterprise or the industry. It is curious indeed that- 
even the Government attitude to the unions has not 
been calculative enough, with various kinds of in¬ 
built inadequacies. The entire triangular process 
of unionism involving the employers, workers and the 
Government is moving along the wrong circuit., When 
one adds to these questions that of discrete entity of 
corporate enterprises fragmenting the concept of 
ownership and that management of corporations does 
not comprise ownership motivations, the entire edifice 
crumbles. Perhaps the whole feature is conditioned 
by the transitional character of the economy but that 
does not alter the inherent anachronism in the tradie, 
unionism in India today. The only way out of this, 
seems to be in evolving professionalism m trade unions 
as much as it is in management, more introspective 
and selfdisciplined, than we see them. In this respect, 
,one might mentmn that the essential-iagHdients 
trade unionism in the U.S.S.R. and the U.S.A. seem 
to be very similar and there is much in the experience 
of these countries that we can draw upon with 
benefit. 

The Government must recognise that a complete 

ui any case, encoutageraenl ^ven to the agitational 
approach requires a reconsideration and should be 
withdrawn. For the entire burden of labour-manage¬ 
ment negotiation ifie^sp; b 5 j^fjl^ms 

to have fallen squarely on the connununity by way of 
price rise. On the other hand, ii^at^ona^. ppl^es 
pursued by the Government Ma«''1he'iflSrnS*mve 
pulled the levels of living downwards and have made 
profits illusory. A new potency has to be infused 
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is given. The author in dealing with Government 
ffxdicy-haj broo^tto'the fore a number of issues that 
.'balltfor an ofqcctive scrutiny. The author mentions 
of'thb'riskiof letting the trade union movement pass 
'-under the oontrol of those that are interested in sub¬ 
verting^ democracy. This is a rather facile statement 
«of a bi^y complex situation and the responsibility 
:fbrideveloping such a situation in this country is as 
much with the employers as it is with Government. 
Primary responsibility is with employers themselves, 
for their indifference to the cause of labour encourag¬ 
ing the desperation among workers. The principles 
he talks of (cf. page 220) unearthing in the process 
the motivations of Government in pursuing self- 
interest as far as public undertakings are concerned, 
can be contested on grounds of fact. 

In many undertakings in public sector the trade 
unions, of their own will, have remained free from 
any outside political domination. Government docs 
not control as such any segment of the trade union 
movement and even the so-called politically domina¬ 
ted and Government sponsored trade union has been 
frequently in conflict with Government in matters 
related to negotiations and pursuance of goals. 
Government has of course been pursuing conflicting 
goals, but even iit a period of economic transition this 
need not be inconsistent and they are definitely not so 
on the grounds adduced by the author. Tf work 
stoppages arc the only means to sensitise management 
of workers’ demands, no law can stop them. But 
there is no doubt, as the author mentions, that “For 
the future of unionism it is important that the para¬ 
doxes in which it is caught are resolved with the help 
of government.” But unlike the author, this reviewer 
believes, much of these can be done by the employers 
themselves, instead of feeling scared of strong unions, 
industry in Sweden for example, sponsors such 
strength. Government help should be there, but a 
good deal more initiative can indeed be shown by 
employers to put trade unions to their rightful place. 
To counterbalance the argument of work stoppages it 
can be argued that with profit the workers do not have 
much of a quarrel but when there is profiteering at 
their cost their right to agitate is legitimate. 

In spite of disagreements, one would immensely 
benefit by reading this book. 

P. Mukhopadhyay 

New India, Directorate of Commercial Publicity, 
Ministry of Commerce, Government of India, 
pp. CC XVI-1-351. 

This volume portrays some facets of economic deve- 
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lopment that has already been brought about in India 
and outlines its immense potentialities. Against the 
background of India’s culture, traditions and customs, 
the publication highlights the economic and social 
transformation that is taking place in the country. 

It covers numerous topics from capital intensive to 
labour intensive industries (pp 1—139), transport and 
communications (pp 143 --160) and foreign trade 
(pp. 162-184). The last section (pp. 189—351) gives 
a profile of land and people of India. Tlie volume 
gives only the bright side of the process of economic 
and social development and adroitly avoids critical 
presentation. It traces the growth of basic and 
chemical industries and depicts their importance in the . 
rapid industrialisation of the country. The emer¬ 
gence of petro-chemical complex may be mentioned in 
this connection. The petro-chemical industry is not 
only highly capital-intensive, but is also subject to 
requirements of a rapidly changing technology backed 
by continuous research and well-trained technical 
personnel. The existing organic chemical industry 
has been mostly of non-pctrolcum origin and is based 
on traditional raw materials. The development of the 
petroleum refining industry in India and increasing 
availability of raw materials like naphtha and refinery 
gases have provided due stimulus to the starting of 
petro-chemical industry. 

Since India is predominantly an agricultural 
country, this sector of our economy has received 
adequate attention. The book provides useful statis¬ 
tics about the state of our agriculture and irrigation 
facilities. It says that about one fifth of the sown area 
of 334 million acres is under irrigation while the 
balance is dependent on rainfall. About 30 percent of 
the area under the latter category gets comparatively 
adequate and dependable rains. In other words, 
about 55 per cent of the sown area is subject to inad¬ 
equate and uncertain rainfall. This explains why our 
agricultural production and in turn our economy is 
still a gamble in rains. The acute pains of recent 
drought and as a consequence famine conditions in 
some parts of the country arc still fresh in the minds of 
many Indians. About three-fourths of the cultivated 
land is used for food crops and the rentaining for cash 
crops. The intensive cultivation programme has been 
intitiated in over 1285 Blocks in 114 districts spread 
all over the country. The recent unprecedented 
drought conditions resulted in the change of strategy 
which now aims at securing short-term increases in 
agricultural production. Fullest utilisation is being 
made of available irrigation potential in rice and wheat 
growing areas. In areas where irrigation facilities 
are available, efforts are being made to increase the 

37 



cropped area substantially through double and nvulti- 
ple cropping. 

Transport requirements are expanding at a rapid 
rate as the process of economic development moves 
forward. The 20-ycar plan for road development 
drawn up in 1959 aims at bringing every village in a 
developed agricultural area within six kilometres of 
metalled road and 2.5 kilometres of any road. The 
total expenditure was expected to be of the order of 
Rs. 5200 crores by 1966-67. Indian railways with 
an overall route length of 58.000 kilometres arc among 
the largest modern railway systems in the world. The 
railways transport more than 2000 million passengers 
a year and handle 225 million tonnes of freight. With 
the number of accidents mounting in recent months, 
the operational oflicicncy of railway leaves much to 
be desired. India’s total foreign trade doubled from 
Rs. 1100 crores in 1948-49 to Rs. 2203 crores in 1965- 
66 and it is again likely to double itself by 1970-71. 
It may be of interest to know that foodgrains accounted 
for about 20 per cent of the total import bill of Rs. 
1394 crores. In order to reduce the trade imbalance, 
efforts arc under way to encourage import substi¬ 
tution in a number of industries. As a result of 
adopting a selective approach for stepping up exports, 
the pattern of export trade of the country is under¬ 
going a gradual transformation. India which till a 
a few years ago was chiefly exporting raw and agri¬ 
cultural products is gradually turning into an exporter 
of a variety of semi-processed and manufactured 
articles. 


RICE PRODUCTION IN INDIA 
{Continued from page 19) 

possible. Taichung Native I, Taichung 65, Tainan 
3, ADT-27 and IR-8 are some of the fertiliser res¬ 
ponsive high-yielding varieties recently evolved. 
These varieties are capable of giving yields as high as 
5000 to 6000 kgs. per hectare as compared to the 
present average yield of 1000 kgs. per hectare. 

During the Fourth Plan period, it is proposed to 
saturate an area of 5.06 million hectares by 1970-71 
with these high-yielding varieties of rice. If it is 
combined with the requisite inputs, it should be 
possible to achieve an additional production of 9-10 
million tonnes of paddy through the replacement of 


The last section on land and people of India starts 
a pictorial presentation of places of tourist interest. It 
also gives a brief description of ancient India, Mughal 
period and recent history. The new status that women 
have acquired in society also finds adequate mention. 
It covers numerous other topics from film industry to 
our supremacy in hockey and so on. On technical 
education, it is proudly recorded “We have today 130 
engineering colleges which turn out over 12,000 
graduate engineers and 290 polytechnic institutes which 
produce 15,000 diploma holders. The admission 
capacity of the institutions is now over 60,000 students 
as against 6,600 students eight years ago. Probably, 
there are a few countries which can match with such 
an expansion in technical education in so short a 

period of time_By 1960-71, the output of graduate 

engineers would exeed 28,000 per annum and those of 
diploma technicians 60,000 each year”. To this it 
may be added as an epilogue that the Government has 
now evolved a ‘Plan’ not to further expand technical 
education facilities in the country as a result of im¬ 
balances in the demand for technical personnel. 
Perhaps on account of insurmountable difficulties, 
the process of development is being held in abeyance! 
The volume is a very useful guide to new India that 
is emerging. The standard of publication attained in 
it compares favourably with some of the best in 
advanced countries. 


A.N.MtSMRA 


the existing varieties with the high-yielding varieties. 
The total requirements of fertilisers for covering 
an area of 5.06 million hectares in the last year of the 
Fourth Plan work out to 0.74 million tonnes of plant 
nutrients. With the high doses of fertilisers to be 
used on these varieties, the adoption of adequate plant 
protection measures would be absolutely necessary. 
The success of the programme will, no doubt, de¬ 
pend on making necessary inputs and credit facilities 
available in time and in requisite quantities. The 
organisational set up will also have to be gone into 
thoroughly, so that there is no failure through short¬ 
age or any other reason on this front. Proper co¬ 
ordination of the programme at all level is also of 
of vital importance. 
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ijtntegration Coundf 
Jfe^^^^all a necessary;^'; 

better composed. The actual deliberations of the Council and ' 
the concrete decisions it arrived at belie the fears expressed and 
misgivings voiced by both well-intentioned and ill-intentioned 
critics. It is true that much of the value of these decisions lay in 
the manner and the earnestness with which they would be carri^ 
out by the, government and numerous non-official agencies. ■ 
The fact that the old Integration Council has been revived is 
a proof of the seriousness of the situation and the need for polit¬ 
ical leadership which believes in the secular values enshrined 
in the Constitution to find a solution of problems which, affect 
national integration. 

Care was taken to sec that representatives of all political 
parties are invited as also some distinguished representatives of 
non-political public life. In inviting them all it could be feared 
that the Conference would be a babel of voices, each party ex¬ 
pressing its point of view, offering its analysis of the problem 
of integration and its own set of remedies. This happened to 
an extent on the first day of the conference, but unity emerged 
as it s^ itself to grapple with the basic issu^. It first found 
that national integration was a comprehensive concept embracing 
in its scope a wide variety of questions affecting national well-' 
being. It also found that most of the basic ideas had already 
been set forth in the Constitution Itself. Any party voicing' 
opposition to these ideas only proclaimed its lack of loyalty to 
the Constitution. This would be a form of subvcKion and 
treason. The declaration which the Council adojJted affirmed 
that the foundation of national life was based on common dtim- 
ship, unity in diversity, freedom of religion, secularism, equafity 
of opportunity, justice- social,economic and political, and firatin>. 
nity among all communities. These few words sum up the 
national ideology, the democratic faith of the country, a fRith 
which is conunbn to all citizens and all political partis, trans¬ 
cending all the differences that might dhri^ them in the econom¬ 
ic and social fields. Without this basic onenea democrat 
. -in India would be a rudderless ship bound to suffer a 
..^ipwreck in po dhtant future. It is good tq prodahm; agais 
‘ ■ aW agMn theae basic dements of our deaitt^tic oMfPr ^ 
become an autopmlw >art of odr 'naffo^ cocnc^^ 








is properly understood and effectively praaised tota- 
Utarian ideologies will lose their charm and appeal. 
Communalism also will have no place in this 
democratic scheme of things. 

It was largely in the wake of an increasing tide of 
communal riots that it occurred to the Prime Minis¬ 
ter and others to revive the old National Integration 
Council. These riots, the case with which they can 
happen are a great humiliation for the nation. They 
belie our tall claims about democracy. They also 
do not constitute any good advertisement of our 
great Indian culture or our fhith in secular values. 
They show how disloyal we are to the memory of 
Gandhiji. They also bring out the weakness of the 
Indian administration which is unable to do much 
when these riots occur. Innocent human lives are 
lost and there is much destruct on of property. The 
country loses heavily in many ways. The recom¬ 
mendations of the Integration Council in realtion 
to communal trouble are so sound that there would 
be an end to all communal trouble if only they could 
be effectively implemented. Special intelligence units 
to collect correct information about communal 
tensions could be an important factor in forestalling 
riots. It is also but right that the district authorities 
have been charged with personal responsibility for 
taking preventive action. There will be no communal 
disturbance if the district authorities are alert and 
watchful and honestly anxious that there is communal 
peace. Amendment of l.P.C. for suitably punishing 
communal activities, restrictions on publication of 
matter which promotes communal disharmony 
are other steps which the Council has recommended. 
There are several other recommendations for deal¬ 
ing with communal trouble. We have reasons to 
believe that these recommendations have not been 
made lightly. They are the product of prolonged 


and carelhl thou|^t. The govenmtent in 
will be blamed not for any atem at^on but the absence' 
of it in dealing with any communal situatioh. 

There is also a series of recommendations for- 
dealing with res^onal excesses. It is good that causes 
for the grovrth of regional feelihg have been iden^ ‘ 
fied and 'means suggested for checking it. There 
weie also questions about education with a bearing 
on national integration which received considera¬ 
tion. Ail in aU, the Integration Council did a good 
deal of thinking on a few vital matters. It was not 
that this thinking was dqne for the first or the second 
time. Those who participated in the deliberations 
were men who had thought about these matters for 
a considerable length of time and had their views. 
What is remarkable is the unanimity or near unani¬ 
mity a group of able and experienced public men 
has achieved on a number of vital matters. That 
should make it easy for the Council's decisions to 
be executed. 

Another important thing is the emphasis which 
the Council has laid on the duty and responsibility 
of both political and non-political elements to bring 
about integration in the countiy. We feci sure that 
if the problem of integration is attacked with vigour 
at both the official and non-offjcial levels the results 
can be both quick and substantial. The Council 
has put forward before the country a well-knit and 
consistent programme for building up the unity of 
the country. The Central and Slate governments 
have a vital rolp to play in implementing this prog¬ 
ramme. The way they implement it will set the tone 
of our national life. 





Government and the Party 

Aim I. nASTim 


With independence the political background com¬ 
pletely changed. The original causes of control over 
provincial ministries were the absence of effective 
power from which they suffered and the concentra¬ 
tion on the struggle for freedom. The former short¬ 
coming was now nullified; the latter activity was 
crowned with success. But very correctly the task 
of the Congress was not over; political freedom be¬ 
came just a means to procure to the people all that 
the Congress had promised, worked for and now had 
the ability and power to realise. And yet the ok 
practice continued. 


Changed Political Background After 
' Independence 


Nehru had moved away from his earlier position. 
In 1937 he had put the question: “What is the res¬ 
ponsibility of the elcctroratc?” and answered it 
himself. 


“That electorate plumped for the Congress candi¬ 
dates, not because of their individual merits, but 
because they represented the Congress and its 
programme. Nothing could be clearer than this. 
The vote was for the Congress.... It is to the 
Congress as a whole that the electorate gave 
allegiance, and it is the Congress that is responsible 
to the electorate. The Mimsters and the Con¬ 
fess Parties in the legti^tures are responsible to 
the Congress and only through it to the electorate.” 
(The Unity of Indh, p. 82) 


The reasons wete not far to seek. Freedom 
• tears, blood and occasionally even the 

... Sttpitieaie aacriiice. Over the years pet^e in ail 
cl life did not shirk from giving of their best. 

; ri^Hsed the prospects of cashing in 

. • ppr^'.sa^f^ made open^ oiat; akd several of 
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those yl'ho had suffered in the past saw in the legis¬ 
lature and government the right reward. The ayCnuc 
of service now came to be just one—the legislature, 
preferably, the cabinet. While the idea took posses¬ 
sion of the Congressmen’s mind, several leaders inept¬ 
ly declared that the future was for a new type of Cong¬ 
ressman, not the old jail-going, lathi-bearing patriot. 
This sounded the knell of rising hopes in some breasts 
and signalled the entry of opportunists and those who 
wanted the best of both the worlds—pre-indepetident 
and post-independent. 

The first cabinets over which Jawaharlal Nehru 
presided would have done any people anythwere at 
any time proud. Intelligence, ability, character, 
calibre, integrity, were all present. Nehru had shown 
patriotism in inviting outstanding men reprdless 
of party persuasions to join him launch India towards 
her declared goals of democracy and prosperity. 
Behind him in the Parliament was the solid phalarx 
of men and women who had been tested in the fire 
of patriotism. The first rank leaders who had kept 
themselves out of the Provincial Autonomy ex¬ 
periment—Nehru, Patel, Azad, Prasad—now led 
the fine galaxy of the Cabinet. They also sat on the 
Congress Working Committee, the High Command 
as it had come to be known. It was expected that the 
Cabinet and the High Command would run smoothly 
on parallel lines. This, however, was not to be. 
The tallest in the land had become ministers, with the 
consequence that the Congress pr^dency was deni¬ 
grated. The Prime Minister clashed with two Cong¬ 
ress nresidents—Krinalani and Tandon. 

Differences between the Prime Minist^ 

PtfDCInBXITe 

Kripalani’s majbr grievands Was that the govern¬ 
ment took cruchti decisions witiiout consulting the 
dteted bead pf the party and the Working Coinmit- 
tee. ; Even as . the Vicet^esldent of the Gdvem<»- 



more as the Head of the Government rather than as 
a Congressman. In a Secret Note (dated July IS. 
1947) to Kripalani and four top leaders inctudini 
Mahatma Gandhi, Nehru emphasised “the freedom 
of the Government to shape policies and act up tc 
them within the larger ambit of the general polic> 
laid downi n the Congress Resolutions.... It is 
hardly possible for the Working Committee to consider ■ 
all of them (government problems) in any detail or 
give directions in regard to ali of them.” Both 
secrecy and need for quick action prevented constant 
reference to the High Command. Kripalani on the 
other hand regicttcd and resented that the Cabinet 
leaders “do not feel that the Government at the 
Centre is a Congress Government. After August 15 
(1947) they seemed to make a distinction between 
Congress and the National Government.” (Quoted 
in Granville Austin, 71te Indian Constitution, Cor¬ 
nerstone of a Nation, (pp. 16-17). 

Ten crucial years divided Nehru the Prime Minister 
from Nehru the Congress President who had laid 
down the guidelines quoted above; but these were 
for state or provincial ministers, not the Indian Go¬ 
vernment. The Congress presidents, henceforth, had 
to reconcile themselves to a subordinate position 
except when Nehru held both the offices. 

This controversy of the relative positions of the 
Congress president and Prime Minister calls to mind 
the conflict in Britain when the Labour Party took 
office in 1945. Churchill invited Atlee, the prospective 
Prime Minister to accompany him to the Potsdam 
Conference. Laski who was the Chairman of the 
National Executive Committee in a statement observed 
inter alia: 

“It is of course, essential that if Mr. Atlee attends 
this gathering he shall do so in the role of an 
observer only... . The Labour Party cannot be 
committed to any decisions arrived at, for the 
Three-Power Conference will be discussing mat¬ 
ters which have not been debated either in the 
Party Executive or at meetings of the Parliaraentary 
Labour Party.” 

As^. Professor Robert Mackenzie observes “Laski 
then revealed a really extraordinary misconception 
of the working of the Labour Party, when it is in 
office.” (British Political Parties, p. 330). 

Atlee asserted the dignity and significance of the 
office of the Prime Minister as . also the Cabinet’s 
independence of the Executive Committee or even 
the Parliamentapr Labour Parfy. To the Executive 
rightly belongs tlm charge of laying down the polky 
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in general terms apd to the goveimment mi«a be 
the task of operating the poUcy. llhere nitusifbe. 
discussions, consultations debate between what', we' 
call the organizational wing and the parliaraentary 
wing of the party. But control by the, forrtiw» np/., 
The practice should be as Atlee enunciated in 
at the party Conference: “... the collective restn>nsi> 
bility both in home and foreign policy is with the 
Cabinet. We share the blame or the credit for every 
action of the Government.” (Robert Mackenzie, 
British Political Parties, p. 333). Thus the parly gets 
relegated to the background and the government 
holds the front of the stage. 

Relegation of the Party into The Background 

This has come to be so even in our country. 
Jawaharlal Nehru’s stature, personality and above all 
his place in the heart of his countrymen contributed 
substantially to this shift from the party to the 
government; and when he held the highest offices both 
in the government and the party the gap between the 
two was bridged. But this is not to say that the 
Prime Minister and his government had their way. 
Nehru at the start of his career as Prime Minister 
had set his heart on the Hindu Code Bill. At one 
stage he even declared that his government would 
stand or fall by the Hindu Code Bill. It did neither, 
and B.R. Ambedkar in his trenchant statement 
on resigning from the Council of Ministers accused 
him among other things of surrendering to Hindu 
orthodoxy and shelving a vital legislative measure. 
The orthodox Hindus were in the Congress party itself, 
both in the Parliament and in the country. The 
Prime Minister and his government were a^n 
embarrassed by a member of their own party when 
Pberoze Gandhi made public the undesirable and 
uneconomic financial transactions of the Life India 
Corporation. 

More than elsewhere, in the last twenty yean, 
governments in our country have tended to lean mdre 
on the party. Theory of cabinet government involves 
responsibility and one criticism is that the Cot^ees 
has equated this with responsibility to tlm party rath^ 
than to the people. At the centre me^e;^p of 
the cabinet overlaps a great deal with, 
of the Congress'Working Committee; atuj h^^^ 
friction is avoided. Where friction patted as,^ 
the early, years, Kr^Iani resigned in d)id|iedn 
and Purshottam ]>as Tendon was coinj^ttei^;.|ra 
by the threat of Neil’sIntemled res^naflLofi!.. 
after, minor irdta^. have, been raw 
’out. , •' ” ■' '-.v- 




‘Ke Congress ftjriianwntory Bowd, however, 
continued though its composition varied in num-* 
her from time to time; but its members Were drawn 
from the top leadership. It had to watch over the 
state administrations. It has its hands ftill with prob¬ 
lems created by several minktries, Litendty on 
the morrow of independence, personal rivalries which 
had naturally been lying lowd uring the struggle crept- 
out or burst to the surface. The Punjab, Andhra, 
West Bengal, Kerala were only the more prominent 
instances. No confidence motions by party mem¬ 
bers themselves were not unknown. The Board had to 
sort out all the multifarious charges and counter¬ 
charges. It could function effectively because its 
membership continued to be drawn from both the 
Cabinet and the Working Committee. 

The Conflict at State Level 

In the states, however, there is no such overlapp¬ 
ing of the state ministers and members of ti\e Pradesh 
Committees. The Congress constitution has often 
be m amended to provide greater contact and discus¬ 
sion between Members of Parliament and the State 
Assemblies on on^ hand with members of the P.C.Cs. 
The struggle between the two sides has taken different 
forms in different states. Intra-party antagonisms, 
group rivalries, caste pressures, leadership struggle 
were not and are not unknown. The organisational 
wing of P.C.C.’s desired to be better ittformed of the 
activities and programme of the legislative wing. 
Witlun the latter there were pulls between groups 
both for office and power; to keep these disparate 
units together took up much time of the central lea¬ 
dership. The former sought to put a good front on 
its frustrations by seeking vicarious control over 
l^islation and administration. Practically every 
state in the country has had its *‘Party crises”, big 
or small, and perhaps continues to have them. 
Even the great Nehru coulibiifat keep them in check. 

The Chief Minister and Presidents of Pradesh 
Committees have often clashed; the latter find them¬ 
selves relegated to the backi^ound; the Chief Minis¬ 
ters are in the public aye. This is as it should be 
it is ultimately th^ and their eolleagues in 
^ivho gen^rafiy'^ the bricl^ts and 
pocuiotmUy a bpaqnet from the people., This is 
not to say that .^e :P.C.C.’$, ^ a , b^ num^r; 
nq.^. Ittstiffices ^ hot w^ting of .P.^, onet- 
ing and r<^ci^ l^nisters. ICamaiaj teplao^ 

replaced 

..411‘t.lBven 


itwlf helpless against state leadendiip. In ^oMrat 
the P.C.C. and the ministry clashed over a periend Of 
time and the latter headed by Jivtaj Mehta had b> 
yield much to.the disappointment of Prima Minis¬ 
ter himself. Two instances illustrative of the quem: 
relations b^ween the centre and the states are rd- 
evant in the context. Orissa's Chief Minister, Mitra, 
had to resign under shady circumstances; but the ^ 
local Congressmen gave him and his mentor and 
senior Patnaik a big hand by expressing their con¬ 
fidence. As against this the Congress High Comnmnd 
sustained the Punjab Chief Minister, Ram Kishen, 
against an internal revolt by bis colleagues. A keen, 
obsffver of Indian politics, W.H. MorriS‘‘lones, 
drily commented on tl:^: “If the centre can at least 
halt the progress of a state leader it can also if we 
read Punjab expmience aright, sustain as state lead« 
a man whose own efforts would be insufficient” 

The organisation and its office bearers, speetally 
the head, have to be cultivated both by sitting and 
prospective M.L.A.’s. They enjoy a short-lived 
hour of importance a few months before every general 
election when applications are invited, scanned aqd 
ultimately reconunended by their Selection Com¬ 
mittees to the Central Parliamentary Board. Each 
time this is done the P.C.C.'s are somewhat weakned 
by resi^tlons of some disappointed applicants, by 
public washing of party dirty linqn, by charges ftpd 
counter-charges. Later some sort of a thin vener 
of unity is restored by regret and apology by one 
side and generosity and forgiveness by the other. 

The P,C.Cs‘ have again a substanthti say ul¬ 
timately in the making of the Council of Ministers. 
The leader of the le^lature party himself comes tq 
be chosen on the promptings of leaders of P.C.C/S. 
Whatever be the theory of cabinet government, the 
leader chooses his team after cmisultiition with the 
P.C.C.S he is not as free cut he would like to be. the 
list is finally approved only by the Central Parlia¬ 
mentary Board. State governments are still in the 
final resort made at New DeUii. 

The rapport which has been established between 
, the top echelons of the party and governmentismisaing 
at the lower levels. Ndtro had comtfined the two 
top positions, Prime Mimster and Congress j^eit- 
dent, for a reasonably long period oS tinie. By 


natedboth the Partiamentand the Ck>ngre^{ 
presidmits who followed hhm were amenahte to 
0k stature cqpupanded reap^ ai>4 w^nt il 

aqquiqs»^ :in' bis . 

'second^ ;^il'.tq an^taips .of .stati^ ' 
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oeraed. What the Congr^ party accepted at the 
apex of the political party pyramid it was not prepared 
to tolerate at any lower level. When Kamaraj be¬ 
came the Chief Minister of Madras he had to resign 
his office as President of the P.C.C. Currently, the 
Mysore Chief Minister has been appointed the Cong¬ 
ress President and Nijalingappa is to surrender 
his Chief Ministership. 

Causes cwf the Conflict 

The conflict between the two wings of the party 
has arisen because of the breakdown of the function¬ 
ing of the Pradesh Commi'tees as the liaison between 
the government and the people; the ori^nal Congress 
hope and Nehru’s expe tation have been belied. 
Over the four general elections has developed direct 
communion of respect or aversion between the voter 
and the candidate. In the past, the appeal was the 
appeal of the Congress as a party, perhaps the party; 
the fourth general election showed bow limited that 
appeal is today. Worse still. Congress candidates 
for ffie Parliament and for the state legislature no 
longer pull together as a team; it is each for himself 
dining the pre-election campaign. The voter, too, 
by now has begun to discriminate, not in party terms, 
but with respect to individual and instances are not 
wanting when the parliamentary candidate gets 
defeated although the majority of his running mates 
for the state le^lature win by handsome margins 
over their rivals or vice versa. 

The first clash in the party occurred because the 
government, rather the Prime Minister, did not con¬ 
sider himself bound to consult the Congress Presi¬ 
dent and the Working Committee on matters of 
policy or detail However, on some matters of vital 
interest the party was very much in the picture. 
The switch from the original goal of Ptwna Swaraj 
outside the British Empire to continued membership 
of a modified Commonwealth of Nations was first 
put through the party; so were the industrial policy 
resolutions and the resolution on cooperative far¬ 
ming passed at the Nagpur plenary session in 1959. 
The most recent instance is the ten-point programme 
-fiFst pushed through an attentrated AICC, later adopt¬ 
ed by the government but still hanging fire. On the 
whole, however, instead of providing the guide¬ 
lines generally, the A.I.C.C. and the plenary sessions 
are content to register and approve government 
actions and policies botii at home and abroad. Ths^ 
debate, they discuss, but ultimately they a<;c^ and 
approve what the govemmmt has done or int^ds 
to do. 


REMm>IAL AcnoN 

The widening gap between the two sides of tiie 
party called loudly for some sort of halt. Nriiru 
was so engulfed by the tremendous problems wlddi 
he faced within ^e country and without that he 
could harldy give any thought to the party. All 
that was done was some sort of patching up of the 
fissures as they appeared. Kamaraj, the Madras 
Chief Minister, came forth with a startling jHan of 
voluntary relinquishment of ministerial offides by 
the top leadms at the Centre and in the states in order 
to go back to the people and give strength and muscle 
to the ageing party. 

The Kamaraj Flan was hailed at the time it was 
proclaimed and implemented. It could only be 
done in India, it was said. The ostensible or dec¬ 
lared purpose was to strengthen the party which 
after nearly fifteen continuous years in office was 
fast losing its touch with the people. Legislative 
work had come to be considered more important 
than constructive work which had made the Congress 
strike deep roots through the length and breadth 
of the country. But Gandhi was no more and his 
programmes came to lose their charm and signif¬ 
icance. Here was the Madras Chief Minister trying 
to strike a sympathetic chord in Congress hearts 
and ring bells in Congress minds and chart out a 
new path for a return to duty outside the legislature. 
Here was a call to strengthen the party, if not to 
weaken the governments at the centre and in the 
states. Union ministers and Chief Ministers offered 
their resignations and Nehru the Prime Minister 
did the rest Is it necessary to weaken the govern¬ 
ment and administration in order to strengthen the 
party? There can be only one answer and that is 
no. It is still quMtionable whether the Kamaraj 
Plan acMeved its objectives. Ministers resided; but 
did they really devote themselves to party work or 
even attempt to reach the people? 

On occasions, local party units have forced the 
pace for the Union Govumnent. The most signif¬ 
icant illustration is provided by the Centre’s ouster 
of the Kerala’s communist government in 1959. 7^ 
Union Govemm^ even now sedcs to saii^ge tito 
Congress party in tiiose statM in which it finds itsdf 
in a minority. Its attitude to the ebafition govem- 
ntents is toned to the strains of the local party—both 
vritbin tile legislature and outride. , • 

TtoPARTIf 'ASJtolg^^^ 

While Nehttt strode the;]^h^ 




a coUosus, not so mudi we in the country but others 
put the qu^on: After Ndiru, who? The de¬ 
mocrat in Nehru gave the answer. The people shall 
choose. And how did the people choose? It was 
an orderly succession from Nehru to Shastri; but 
much planning and strategy of a high political order 
went on behind the stage. Normally, the procedure 
should have been for the Congress Parliamentary 
Party to meet and select its leader. What should have 
been the first and only step came to be the final and 
formal step. The Congress President adroitly collec¬ 
ted all political strings in his hand, the plea being 
unanimity of choice. Consultations with a variety 
of Congressmen—Members of Parliament, P.C.C. 
Chiefs, State Chief Ministm—^were held for about 
a week. Chief Ministers and P.C.C. Presidents 
exercised influence over M.P.*5 to vote according to 
their choice. And Kamaraj did achieve unanimity 
by consensus. He won accolades for his statesman¬ 
ship and businesslike functioning. Eighteen months 
later, again he was called upon to play a similar role, 
His tactics, on this occasion, were different but at no 


stage did he relax his grip on the making of a new 
Prime Minister, Unanimky, consensus were giv^ 
up, a contest was inevitable. But who was to choose ? 
Natural^ the Congress Parliamentary Party. If 
Shastri was deded after six days of back-stage 
potittkin^ it took nine ^ys again of back-stage mani- 
puUdons before Indira Gandhi beat Moraiji Desat 
to the prize post. Once agpiinthe P.C.C. Presidents 
and Chief Ministers were intensely active backing the 
two rivals. The party organisation, it appeared, 
had come into its own. The Congress President, 
for the first time, since independence, reached its 
pinnacle of authority exercising influence, providing 
direction, reaching decmomi. 

After the Fourth General Election, the Congress 
President on^ again exercised a decisive influe ce 
on the selection of the Prime Minister. This time 
he prevailed upon his partymen to avoid a contest in 
the interest of party unity. His advice was accepted 
and Smt. Gandhi was unanimously dected as the 
leader of the Party and consequently became the 
Prime Minister. ( Concktied) 
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I am rich today 


I saved only a small amount every month with 
UCOBANK under their Recurring Deposit Scheme 
and today this lump sum is mine. 

Minimum monthly instolmont of deposit Rs. tO/-, 
Maximum Rs. 450J- Recurring Deposit Account may 
bo opened singly br Jointly- 


YOU CAN SAVE* 
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More food from Irtdie’s 
arable land for tbe country's 
rapidly growing population. 

Tbl® Is the most v»tal and 
urgent national task today 
A cballenge to our ability and 
aspirations. 

This challenge must be met. How? 
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By the application of 
scientific farming technlpues 
which are tried .and tested. 
Sbectacuiar increases of crops 
can be attained by the use of 
edvariced farming methods: 
improved seeds, adepuate 
fertilisere and suitable maohihes. 
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of modem agrloullurai - ' 
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Product Priorities for Export Promotion 

in India 

Pareshnath Chatterjee 


The export promotion effort in India at both 
national and organisational levels at present suffers 
from a number of inadequacies* One vital inad¬ 
equacy is related to the fact that no cost-benefft anal¬ 
ysis has yet been made with respect to the various 
items that figure on our export list. One primary 
effect that would have emerged from such an analysis 
would be that a large number of items that presently 
figure on the list would have been weeded out and 
more stress would have been laid on those items 
which are capable of yidding much larger export 
earnings .than they do now. An essential step 
towards sueh an attempt would be to determine the 
priorities of the various products that whould be 
promoted for export. 

This paper seeks to focus attention on some of 
the important criteria that require urgent consid¬ 
eration in this context; it claims no finality in this 
regard; its purpose is primarily to initiate discussion 
on a vital question. 

At the very outset it requires to be underlined 
that out of some 3,000 itenu tlmt at present find their 
place in the export list of India, not more than 50 
are of any consequence either to the natjonal 
exchequer or to the reporters. But the complexities 
developed to deal with sucit^ huge total number of 
items have their reflection both on the organisations 
engaged ht export and on the export policy formula¬ 
ted from time to ffme by the Government of India. 
It is at the same time important to real^ that on a 


items within each category. In addition, the 
aggregative trading approach to the whole quwtion 
of exports, rather than marketing management ap¬ 
proach, has made both the exporters and the Govern¬ 
ment indifferent to these very aspects of exports which 
have spelt the superiority of many other countries in 
the export field. On the other hand, the inherent 
advantages of some of India’s «tport products have 
never been fully manifest; these have been largely 
subdued. 

In many cases, lack of adequate knowledge in 
this respect has made us back the wrong type of prod¬ 
ucts and wrong markets. From a given quantum 
of exports, our earnings have scarcely been sensitive 
to the questions as to (a) whether today’s profit would 
spell tomorrow’s loss; (6) whether sales are once for 
all or the long-term prospects of continuing exports 
should be explored; (c) what our competitors are 
capatfle of doing to our exports; and (d) what sales 
ethics should be followed in particular cases so that 
it is possible for our exporters to exercise price leader¬ 
ship as well as stability at lower levels even when 
there is a possibility of realising a higher price but 
only at the cost of future prospects. The devd- 
opment of substitutes and the conung of competitors 
have both been encouraged by the price policies 
followed by those countries that have been in a por¬ 
tion to exercise monopoly power at a given point 
of time or over a period of time. Even in this r^ 
pect, a differential treatment of individual products 


subject Iffm this it is easy to be partisan, more than is called for. It is curious that so far no attention 
factual, in view of vanous factitfs. seems to have been given to this question and oor. 

entire attitude to exports has been markdd by tiiort- 
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for foreign exchange apart, while the total world 
exports have been expanding at a rapid pace, India’s 
share has been consistently declining. Thus, the 
percentage of India’s exports to world exports has 
slided down from 1.38 in 1955-56 to 0.91 in 1965-66. 
Not that the exports from this country have not risen; 
but that the rise has not been significant vis-a-vis 
the rise in total world exports. proportion of 
exports to our imports has also recorded a decline 
from 78.7 per cent in 1955-56 to 57.2 per cent in 
1965-66. The same trend is noticeable in the case 
of the percentage of exports to national income, dec¬ 
lining from 6.1 per cent in 1955-56 to 4.0 per cent in 
1965-66. The full picture is given in Table 1. The 
urgency of the matter seems to be underlined by the 
fact that on one hand, it has become crucial for to 
be able to finance our imports from our exports and 
on the other, the urgent requirement to maintain, 
if possible, to increase our share in the expansion of 
total world trade. On both these counts, the signs of 
failure have already become obvious. A complete 
reorientation of official and organisational policies 
alone can do something about this disconcerting 
phenomenon. Determination of product priorities 
for promotional purposes is a primary requirement 
in this respect. 


TABU 1 

INDIA’S EXPORTS AS PERCENTAGE OF 



World 

Exports 

India’s 

Imports 

India’s 

National 

Income 

1955-56 

1,38 

78.7 

6.1 

1960-61 

1.05 

57.2 

4.5 

1961-62 

1,04 

60.5 

4.5 

1962-63 

1.00 

60.6 

4.5 

1963-64 

1.07 

64.8 

4.6 

1964-65 

1.00 

60.5 

4.1 

1965-66 

0.91 

57.2 

4.0 


Souice: Statistical Outline of India 1967, Tats Industries Private 
Limited, Bombay, 1967, p. 34. 


The ratios given in Table 1 indicate the growing 
need for not only increasing the exports as such but 
also at a relatively higher rate. One primary in- 
di^tor available is that these ratios point out the 
quantity and value of eiq>orts necessary to maintain 
the same share as before. The extent of increase 
necessary to make the share higher can also be cal¬ 
culated on the basis of polides. The focus, nmurally 
comes on how to increase this share and in, that res¬ 
pect, bn what are the items that shoidd rd^ive greater 
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mention from this point of view, with refd'ence to . 

I particular time period. 

Value ot Ej^ports 

The figures in Table 2 show the value of exports 
of the more important items from India during the 
period from 1961-62 to 1966-67, total export earnings 
in rupees during the period and the relative propor¬ 
tion of these items to the total export earnings. The 
items have been presented with regard to their impor¬ 
tance noticed in 1966-67. It will be noticed from 
Table 2 that the trend of the proportions is almost the 
same in all these years, with sUght variations. The 
items presented in the Table together form the major 
portion of the total exports from India durit^ the 
years, out of a total number of 3,000 items, stated 
earlier. 

The details in Table 2 underline a basic weakness 
in the composition of India's exports, insofar as a 
large proportion of the foreign exchange earnings 
comes from a very small number of items. While 
in long run the focus is to be put on diversification 
of products for export, in the relatively shorter period 
it is necessary to ensure that hens that lay golden 
eggs are not strangled to death. The demonstrated 
importance of jute and tea in this context demands 
that something more needs to be done to retrieve the 
position that India once occupied with respect to these 
products. On the basis of this criterion alone it can be 
emphasised that these two products deserve a higher 
priority than what has been given to them. Apart 
from other things, a 10 per cent increase in the ear¬ 
nings from these two products would be equivalent 
to more than 500 per cent increase in those from some 
of the other items on which much stress is now laid. 
India’s jute and tea export poliqy should thus be 
geared to recovering the mmket share abroad. 

The second criterion presented here relates to 
the share of total production exported on certain 
items included in Table 2, The ffisconcerting trend 
in this respect will also be clear from Table 3. Rank¬ 
ing of items is according to the portion in t95Sr56.. 

In the cases of most other items exported flrom 
India the share of production export^ is insi^p^. 
ficant. This TaUe shows that the major 
earners from India have also developed a large, stake 
in exports and the future of these industries wouM 
very much depend on Ihow tf&ctiv^y thdh^expmrts 
are managed. .1^ the,clicuimstances, ,itqton^ 
the pohxt of .view pf thj^ eX^lmhjp .eact^^ 
from that of thi# thc^ d 

priority ih tito: mdional%^ rtl^a ihiSB 



Table 2 


IMPORTANT EXPORT rTCMS AND THEIR RELATIVE PROPORTIONS TO 19««.67 


(Amount in lakhs of Ruptts) 


Serial 

No. 

1961-62 

1962-63 

1963-64 

1964-65 

1965-66 

1966-67 


amt 

% 

amt 

% 

amt 

% 

amt 

% 

amt 

% 

amt 

% 

1. 

144,79 

21.9 

155,66 

22.7 

157,42 

19.8 

168,45 

20.6 

182,84 

22.7 

235,50 

21.5 

2. 

121,40 

18.4 

128,22 

18.7 

122,22 

15.4 

123,51 

15.1 

102,68 

12.7 

154,83 

14.1 

3. 

48,26 

7.3 

46,21 

6.7 

54,34 

6-8 

64,16 

7.9 

63,29 

7.8 

71,42 

6.5 

4. 

17,41 

2.6 

19,83 

2.9 

36,40 

4.6 

37,39 

4.6 

39,36 

4.9 

65,09 

5,9 

5. 

24,45 

3.7 

22,63 

3.3 

26,38 

3.3 

27, 

3.3 

28,21 

3.5 

58,09 

5.3 

6. 

17,32 

2.6 

31,79 

4.6 

35,37 

4.4 

39,76 

4.9 

34,64 

4.3 

46,89 

4.3 

7. 

18,17 

2.7 

19,36 

2.9 

21,41 

2.7 

29,03 

3.5 

27,40 

3.4 

42,76 

3.9 

8. 

17,51 

2.7 

13,79 

2.0 

16,02 

2.0 

16,73 

2.0 

23,09 

2.8 

27,96 

2.6’ 

9. 

9,68 

1.5 

2,28 

0.3 

3,61 

0.5 

10,34 

1.3 

12,39 

1.5 

24,34 

2.2 

10. 

14.05 

2.1 

18,00 

2.6 

21,09 

26 

24,38 

3.0 

19,58 

2.4 

18,59 

1.7 

11. 

20,35 

3.1 

17,04 

2.5 

16,84 

1.2 

14.22 

1.7 

13,09 

1.6 

16,33 

1.5 

12. 

8,22 

1.2 

10,71 

1.5 

9,60 

1.2 

9,05 

1.1 

9,55 

1.2 

15,39 

1.4 

13. 

9,02 

1.4 

7,61 

l.I 

831 

10 

13,42 

1.6 

12,94 

1.6 

14,54 

1.3 

14. 

9,66 

1.5 

10,36 

1.5 

9,20 

1.2 

9,74 

1.2 

11,37 

1.4 

13,45 

1.2 

IS. 

10,44 

1.6 

7,88 

1.1 

8,26 

1.0 

13,13 

1.6 

11,05 

1.3 

13,18 

1,2 


The senal numbers represent ). Jute Manufactures; 2. Tea; 3. Cotton Textiles; 4. Iron Ore and Iron Ore 
Concentrates; S, Leather and Leather Manufactures; 6. Oil Cakes; 7. Cashew Kernel; 8. Spices; 9. Iron and Steel; 
10. Tobacco (Unmanufactured); 11. Cotton Raw and Waste; 12. Hides and Skins; 13. Coffee; 14. Mica; 
and 15. Manganese Ore and Manganese Ore Concentrates. 

Yarn has been excluded from Cotton Textiles while it is included in Jute Manufactures. 

Source: Reitorl on Currency and Finance for the yicor 1966-67, Reserve Bank of India, 1967,pp. S126-S127. 


Table 3 

SHARE OF TOTAL PRODUCTION EXPORTED IN 
CERTAIN ITEMS 


Items 

1955-56 

1960-61 

1965-66 

Jute Manufactures 

82.0 

74,7 

66.5 

Manganese Ore 

58J2 

76.9 

68.9 

Tea 

34.2 

60.7 

S4.2 

Iron Ore 

29.2 

19.3 

46.8 

Coffee 

22.9 

47.1 

45.4 

Cotton Raw 

15.3 

3.6 

4.6 

Doth Mill Made 

13.6 

13.8 

11.1 

Tobacco Unmanufactured 

13.2 

% 

15.0 

10.2 


investment, the number of people employed by these 
indastfies directly or indirectly and the infrastructure 
developed by the industries would all be affected 
adversely if adequate steps are not taken at the right 
time to revitalise them. A distinedon is required 
in this context to be made between those cases in 
WhiciFthe mtemal consumption is small as a natural 
cause and in which such consumption is kept small 
to tiirow up exportable surplus. Thu distmedon 
is necessary for ^Ucy purpose in view of the fact 
that one case dm li^oAiidtve >eapaci^ of the 



industries cannot be absorbed internally and in the 
other case deliberate restraints are put on internal 
consumption in different ways. Unfortunately, the 
manifestation of this distinction is not clear from the 
official policy with regard to export promotion. 
In the determination of priorities for individual 
products and the type of promotional measures 
required for each of these products, detailed analysis 
of all these considerations would be called for. For 
the purpose of illustration the cases of jute and tea 
are cited here. 

Determination of Priorities 

While in the case of jute the primary orientation 
is towards exports, the intenml demand for jute goods 
caimot sustain the entire productive capacity of the 
industry. The stake developed in exports is thus 
considerable and much larger then is usually thought 
to be. This becomes apparent from time to time from 
the accumulation of stocks, forward trading practices 
ahd the price fluctuations. Aided by insensitive trading 
organisation evolved even for the purpose of exp<»t, 
the entire {vocurement-prodoction-trading ey<^ 
in the industry appear to be ettvelq[>ed in all kiihie 
of uncerteintim and high risks as w^ as speciflatfom 
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The case of tea is different insofar as there exists 
large and growing internal demand that can work as 
cushion in case the export demand falls. The stake 
in export is to that extent reduced. However, these 
two premier export products seem to have suffered 
from different types of poUcy-insensitivities, parti¬ 
cularly with respect to taxation—^both direct and 
indirect—and to the promotional measures necessary 
for market maintenance rather than exploration. 
Our export policies reveal some sort of indifference 
to these vital questions. 

In the case of both jute and tea the incidence of in¬ 
direct taxes exceeds 25 per cent, when all the different 
types of such taxes levied on various direct and 
indirect materials and facilities are included. On the 
top of these, there is export duty. Alongside this, the 
fact that these goods are highly priced and that we 
are being priced out by our competitors and subs¬ 
titutes cannot be fully blamed on the industries them¬ 
selves. It is submitted that about 35 to 40 per cent 
of the costs of these goods can be directly attributed 
to the taxes and the trading profits within the country. 
It is thus possible to reduce the prices of these prod¬ 
ucts to negative the effects of lower prices offered by 
our competitors and in support of a more vigorous 
export drive. At present India’s exports of these 
commodities are in the nature of residuals, so that the 
demand for India’s products comes when the others 
are not in a position to supply. This is indeed parti¬ 
cularly disconcerting and bespeaks the attitude 
pervading the export scene in the country. 

The. third type of consideration in the determi¬ 
nation of priority for products is related to demand 
that is known to exist for particular products 
or product-groups. In this category, demand is 
known from three distinct sources, namely, that the 
exporters or manufacturers accumulate the number 
of enquiries received from different sources, that 
the Government or the manufacturers or exporters 
make an attempt to assess demand first hand either 
from the reports of delegations sent to the different 
countries or from the agreements or negotiations 
made with various countries on a Government to 
Goverment basis or through the State Trading Cor¬ 
poration and Minerals and Metals Trading Cor¬ 
poration. Knowledge of export demand would 
then be reflected on the policy adopted for the pur¬ 
pose with respect to quantity, quality, prices, deli¬ 
very and so on. It wo^d thus be necessary to deter¬ 
mine the priority both in terms of known demand 
and of potential demand, for gearing up necessary 
effort in that direction. 

A Concerted move of the manuj^urers, tiie 
H 


exporters and. the Government would he essential 
in this respect for .WOrfcing.mtt the^8i^ply ai^ 
mand projections and the into-nal sources fi:om which 
such supplies axe to be obtained. Ord^ reedved 
and attending to them on the basis of uidividud 
cases make the exporter literBUy myopjni,indiiff^ 
to the question of long-term interests isi the items 
handled and the stability of prices, practices and 
other immediate asp«;ts of export marketing. In 
this category it would be appropriate to work out 
the priority list with respect to demand as stated 
above, and supply. It is easy to visualise those items 
in which demand from abroad exists and the problem 
is to create exportable surplus; and those items in 
which there is little internal demand and there exists 
productive capacity in the country. For the^ two 
types there is need for discrete policy. The cases 
of jute and tea referred to earlier would illustrate 
the distinction. A number of other products can 
be cited in this respect where a product-wise policy 
orientation would be essential. 

The fourth type of criteria suggested here for 
determining the product priorities is in relation to 
the import-content of the export products. Appa¬ 
rently, there is need for according higher priority to 
those items which have the least import-content. 
In this light, most of the non-traditional items on 
which so much reliance is presently put would seem 
to call for a lower priority than they are given. This, 
whowever, cannot be stressed straight away, for 
different reasons, particularly with respect to the 
priorities given to these products in the economic 
plans and the key role they are expected to play in 
industrialising the country. From this point of 
view, from the list prepared of the products with 
varying import-content, various items need to be 
singled out for giving weightage for development 
priorities and the way their exports can be boosted 
worked out. 

It has been envisaged that in the long run the 
relative proportion of non-traditioiwil production 
would be much larger to the total production. The 
production capacity in the country has been planned 
that way. In the ciroumstances, though the cost- 
benefit analysis would indicate one approach to . 
priorities, the placement of individiihl 
be different. In the short rim, the impoft'^n^t 
of these products would remain any Way dhd it: 
becomes imperative to reduce the Inipact of the 
content for the entm^prises and die cblmlry.^ 
all the tton^traditioi^i products woittld liot attri^. 
the same stress aiid there would be n^ 
aunatingeven among the non-traditiottal itsnui lb dan.' 





tod^odd that here, two types of priorities are in 
fhbt Interacting on each other^ a pu}} factor and 
the other a push factor. Both of these wodd require 
considefation. But the point remains that the hknlKt 
categorisation of all non-traditional items for prio¬ 
rity determination is not ^ough. The exact nature 
and uhpact of import-content requires to be worked 
put with emphais on cost-benefit analysis. The 
present state of knowledge in this respect is any¬ 
thing but adequate for the prupose of policy at the 
national level. 

The import-intensity of consumption of materials 
in the manufacture of different items has been the 
subject of several scholarly inquiries, seeking to deter¬ 
mine the nature of such intensity and rank the diff¬ 
erent products according to such intensity along with 
various other factors. The analysis made by econ¬ 
omists in this respect is theoretical but at least in 
this case, there is a strong practical bias with impli¬ 
cations on policy. Serious notice of such analyses 
needs to be taken by the policy makers. 

A Rational Departure 

The recent announcement of the Government of 
India on the import policy to be followed for the 
current financial year underlines a rational departure 
from the usual course of such policy statements. The 
policy this year has several distinct qualities, one 
of them being the performance orientation therein 
for encouraging substitution; the second good point 
in the policy is that the priority accorded to units 
in different industries is not something fixed but is 
closely linked with the export performance of these 
units, so that the industries desirous of a priority 
status can gain it by exporting 10 per cent of their 
production and the status would be withdrawn if 
the exports of these industries fall below 5 per cent; 
discretion to determine the priority status is no 
longer left with the authorities; the import liberalisa¬ 
tion scheme under the new4||[port policy would entitle 
the producers-exporters to obtain their materials 
from their own chosen sources which will , enable 
them to reduce costs. The Mmister of Commerce 
fags also stated that the Government intended to keep 


desirable but in the short terntf it U not 
creating the necessary kind of drive or; 
the major export industries like jute an^ tea vtiiphiow 
import content. In the long list of items g^ven,in the 
policy declaration, there may be divide opinion w«h 
regard both to the inclusion of some items and to 
the exclusion of some others. This is, however, ^ 
small matter. 

Experience over the last decade suggests thai 
there are certain types of products in India whipK 
can be effectively developed into export products 
with good long-term potential. These products 
have their strong points with specific regard to artis¬ 
tic designs, crafismansip, exotic colour, finish mid 
and other questions related to pleasing the partic¬ 
ular tastes. The development of handloom and 
handicrafts as exportable products is indeed a charac¬ 
teristic feature of the post-independence era but 
much more indeed requires to be done in this respect. 
Grant of priority to these products should be on the 
basis of creation of adequate surplus, organisation 
of production, orientation towards export marketing 
and scientific and sensitive pricing practices. Since 
there are state agencies established for the purpose of 
promoting exports of these products, care has to. be 
exercised to sec that the producers and, not merely 
the traders, get the benefits arising out of th^ export 
sales. At present, the entire productive sector con¬ 
cerned with these products is rather disorganised 
and much of the high prices realised from the export 
sales of these products do accrue to the pro¬ 
ducers. Thus, priority to this sector should 
imply both inward-looking and outward-looking 
practices. 

In a number of industries in India even though 
there is no considerable import-content, there are 
commitments to remit or transfer foreign exchange 
abroad by way of repatriation of profit and/or capi¬ 
tal. In such cases, it is easier for the units to get 
foreign exchange for such purposes if they also earn 
such foreign exchange. This should provide a motive 
for these units to earn their way as far as forei^ 
exchange is concerned. Such units should receive 
encouragement from the Government in this respect 
and the {noducts manufactured by sudi units should 


po^ in force for a whole year. . 

. . liiis unpe^ policy is welcome and should go 
some way to create a more favourable export cUm- 
ate; What it does not do anyting about is with 
refud to jitie and tea in which cases the im^rt content 
. & to6 W spur eiq^irters tovmrds greater 
;'']|9G^^reljpbvt'lonj^hB^ 

by aitmeans 

• • ' f 1 ;y' .1 r 


be accorded some priority. In many cases of Ibreig^ 
collaboration a condition is added in the agreement 
entered, that these enterprises should export a part 
of their production. In has been found m tiie past 
that n(^ many of these promises hkVe been k<ipt in 
terms of quantity exported or the foreign imhaii|e 
earned. Export pbli^tioh or cqmmitmeht of tiii^ 
enterprises should inake ^ a place in 





scheme of priorities for export. Much attentioa is 
not given now to this question. 

The highly competitive character of international 
maricets underlines the urgency of proper sensitivities 
of our policies to those of our competitors and of the 
substitutes. Thus, if one of our competitors has 
given top priority to a certain product it becomes 
necessary to counter the effects by according similar 
priority to the product in this country. This then 
works as a criterion for product priority that the 
movements and policies followed in other countries 
are closely watched and immediately reflected in our 
scheme. In India, a long way is still ahead before we 
can really do something effective in this respect but 
a start has to be made now. The nature of concessions 
given on export of specific products Would be largely 
conditioned by such concessions given by other 
countries and should provide the due to the type of 
action desirable in other promotional aspects. 

On the basis of the criteria mentioned in this 
discussion it is possible to rank the different export 
products for different purposes of official policy, with 
regard speciflcially to market maintenance and 
expansion of market share, promotion of products 
for different markets and end*uses, the grant of 
concessions, rebates, reliefs and refunds, the grant 
of import licences, the grant of foreign exchange for 
various promotional purposes at the enterprise level, 
repatriation of profit and capital and management of 
production with respect to throwing up exportable 
surplus, utilising available productive capacities and 
materials and effective diversification of production 
and markets. In all these, discrete measures are 
necessary and a conducive climate requires to be 
created at the operational levels. Official policy 
with regard to export promotion has to be of a com¬ 
posite nature, adequately looking after various facets 
of the whole question and facilitating the operations 
rather than hindering them. A sensitive export policy 
should also luve as one of its component, an orga¬ 
nised information base, providing for continuous 
analysis of data collected from both first hand and 
second hand sources both within the country and 
outside. It is submitted that at present this 
viiiadequacy of information and analysis is one of the 
weaknesses, making our policy blunt and non- 
responsive to the practical, genuine nee^ at the 
operational levels. In the aforesaid circumstances, 


whether our exp^ rise or fafi.seems to hhVe iren>^d[ 
largely out of control. 

Conclusion 

To summarise, this discussion seeks to focus atten:* 
tion on the urgent need for determination of product 
priorities for the purpose of export promotion. Diff¬ 
erent products and product groups have got dffferent 
needs and have different problems. To ensure the 
long and short-term benefits, it is necessary that 
differential treatment was meted out to these piquets 
with reference to their requirements. For the deter¬ 
mination of priorities of individual product, thb 
discussion stresses the need for consideration of 
different criteria and ranking the products according 
to these criteria. It is emphasised that these criteria 
may be mutually interactive and should not be guaged 
in isolation from each other, for the same product 
may have different ranking from the point of view of 
different policies or official measures. Among the 
the criteria dealt with are the following: 

(</) The relative importance of different products 
with respect to their foreign exchange earnings; 

{b) The share of total production exported; 

(c) Existing and potential demand for each 
product; 

(d) Import content and import intensity of 
consumption of various materials and com¬ 
ponents for different products; 

(e) Products seeking to please the particular 
tastes abroad, such as handicrafts, handloom 
products, ivory, brass, wood and so on; and 

(J) Products manufactured with foreign know¬ 
how or finance, meaning commitments to 
repatriate profits and capital, so that they 
earn their way. 

The criteria are not exhaustive, rather these are 
illustrative but the criteria effectively show that there 
is nothing in this field that can be taken for granted. 
Constant vigil is necessary to counter the designs of 
competitors and substitutes. Unless the policy at 
the national as wdl as the organisational levris is 
adequate, loss of export markets is inevitable. At thie 
same time official policy must be sensitive 
to create proper ’ motivation at the ent^rise levtds 

and to equip them to tide over any uhtowt^ trends. ' 
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The Problem of Multiple Trade Unionism 

in India 

Om P. Bhatia 


Trade unions are nowadays said to be an integral 
part of any industrial relations system. Even the 
present-day national policy in India aims at encourag¬ 
ing workers to or^nise themselves into strong unions 
in every undertaking. In fact, it also goes a step 
further and indirectly proclaims “collective bargain¬ 
ing” to be the central method for Indian labour re’a- 
tions. For example, the conciliation procec'’ings 
as provided under the Industrial Disputes Act, 1947, 
are nothing but indirectly a kind of collective bargain¬ 
ing in the presence of a conciliation officer. 

Factually sjpeaking. Trade Unions in India, because 
of their anomalous growth, have not acquired the 
same status as that of their counterparts in the U.S.A. 
and U.K. for the simple reason that they have yet to 
jolt themselves out of the avidity of their traditional 
attitudes. The trade unions are still characterised as 
resistance organisations and for that very reason, 
most of the employers in India still detest the trade 
unions in their undertaking and regard them as an 
eye-sore. 

However in reality, conditions in the industrial 
relations field are dilapidated and far from the ideals 
envisaged in otur country and the whole trouble with 
our trade union setup starts at the level of the plant, 
because of the lacuna in our legal framework. The 
Indian Trade Unions Act, 1926 permits the mushroom 
growth of Multiple (//t/onmi^in any one organisation. 
It simply aUows any ^ven persons (with 50% of them 
bdng workers from vidthin ^e undertaking) to form 
a trade union in any undertaking and seek registra¬ 
tion from tbs Registrar of Trade Unions of their 
territory. This means that any numbcnr of trade 
unions could be formed in atiy uhdertaldi^ provided 
seven persons (four persons frmn within and three 

l^uldpl^ UnioiriOT ^lies Hie existed more 

jb Which conqpcte for. nbn or 

..le^ tite same c^tisle tf; worl^ 



persons from outside an undertaking) come forward 

and constitute a union. 

» 

Employer’s Point of View 

From an employer’s point of view, the greatest 
disadvantage, in a situation where multiple unionism 
exists in any particular undertaking, would be diat 
any one or more unions, with just a membership of 
seven workers and duly registered but none being 
recognised by the management, could legally t&iae 
any industrial dispute with the employer and thus 
seek redress through compulsory adjudication pro¬ 
ceedings on an equal footing with the employer under 
the provisions of the Industrial Disputes Act, 1947. 
That is why we find that there are more and more 
disputes between employers and workers antagonists 
or minority Unions. Time and again, employers 
have animadverted that the adjudicators’ attitude is, 
pro-labour and the weak unions have always gained 
from the compulsorily binding awards of the ad¬ 
judicators at the cost of the employers. Another 
disadvantage of multiple unionism, from an employer’s 
point of view has, due to different tactics of the unions, 
is the setting in oflethargy in labour ranks. Take 
for example the case of a steel plant in West Bengal 
where they have 14 trade uraons in that undertaking; 
They have played such havoc that 28 per cent of the 
aggregate wages paid to the workers represented over^ 
time wages and that this was a result of a deliberate 
move on the part of workers and their unions to riow 
down their work during normal working hours. 

Multiple unionism is also harmful to the yvotkesa* 
interest bc^iise of its overlappmg jurisdictions. 
Thus, one could see two or more rival unions repritH 
seating the cause of the workers in the sanae ]^mt; 
btfore its management; creating dUficuities hot 0^ 
for the workers but also, at times, for the 
This undesiraHe conditioh is further aggi^^ bii^.: 




the ideological differences which characterise the 
unions due to their affiliations to political parties. 
The position becomes worse when outside 
leadership starts playing a dominant part in the 
“game” of multiple unionism. 

Multiple unionism would not be a palatable idea 
from the management’s point of view, yet there are 
numerous instances wherein employers, too, have taken 
full advantage of such a situation, for, they have not 
only refused to recognise any of the unions as a 
bargaining agent in their undertaking, but instead, 
have adhered to a policy of “Divide and Rule” to suit 
their requirements and also to keep the unions at bay. 
And the funniest part of this kind of a situation is that 
the multiplicity of unions continue to function under 
such a setup with unworkable relations between 
employers and minority unions, because of the lacuna 
in the Indian Trade Unions Act of 1926, which does 
not prohibit multiplic’ty of unions, nor outside 
leadership, nor the outside political influence, nor the 
affiiliations of unions. Outside leadership and poli¬ 
tical affiliation of trade unions have proved detrimen¬ 
tal to the healthy growth of trade unionism in 
India because poliical considerations have not only 
resulted in a lot of rivalries but also at limes, political 
considerations have been put ahead of trade union 
objectives. Whereas in the case of outside leader¬ 
ship, it is said that the Indian trade union movement 
gets only part -time, part-attention and part-allegiance 
from a large section of its leadership and that too, 
is oriented by selfish motives in most^of the cases, 
barring a few exceptions. All this takes'place even 
today in most of the undertakings at the plant level 
much to the deteriment of the interest of the workers 
in the plant, as well as its management. 

This kind of a situation has brought forth some 
comments from eminent authorities on industrial 
relations. For instance, a noted American author 
and Associate Professor of Industrial Relations at 
the University of California, Berkeley (U.S.A.) , 
Prof. Van Dusen Kennedy, after his visits to India in 
1953 and 1958 to study the Indian Industrial 
Relations setup had tlus to say 

“Most Indian Union leaders have a genuine 

theoretical belief in collective bargaining. But 

most, of them have had little experience of it and, 

in any case, the labour movement does not speak 

2. Prof. Van Dusen Kennedy, “The Concept and Legislative 
Framework of Labour Relations in India”, IndustriolwulLabour 
Rehtions Review, Vol. 11, No. 4, July 1958, Institute of Indus¬ 
trial Relations of the University of California, U.S,A 
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with an independent voice. Ilie main federatio'^ 
are closely tied to the principal poUtieat parties 
and the dominant labour leadership is attuned 
on the one hand to political considerations add 
on the other to a brand of weak and dependent 
unionism that has acquired a positive st^e in 
precisely those aspects of the existing legislative 
and administrative framework that are most dis¬ 
couraging to collective bargaining.” 

Politics and Trade Union Leadership 

The unfortunate part of our trade union movement 
is that most of our trade unions are common platforms 
for several shades of political opinion because they 
are wedded to different political parties who have 
different ideologies. In other words, the trade unions 
are subservient to the ends of the political parties to 
which they are affiliated. Also, it is said that most 
unions are led by professionals who have little or no 
interest in the industry or its workers. These two 
prominent features of our trade union movement have 
greatly harmed the workers’ interest on two front: 
(i) On the one hand it has killed all the initiative that 
was ever there for the internal leadership to develop; 
and (/f) while on the other hand, outside leadership 
and political influence have at times relegated all 
trade union matters to the background and instead 
political feuds, rivalries and even matters unconnected 
with trade unionism have been the vital features of 
such trade unions. So the workers have not gained 
much out of the wedlock of their unions to the diff¬ 
erent political parties. 

About the trade union leadership, what is most 
striking is that a good number of leaders are also 
handling the affairs of several unions simultaneously. 
This then explains that the leadership is interested in 
keeping a sort of “leadership monopoly” and for that 
reason perhaps, it has not been able to train up new 
cadre of leadership that will be able to shoulder the 
responsibilities of trade union leadership.^ 

That is one aspect of trade union l^dersiup. 
But recently it is said that a new trend-^that pf militant 
leadership—has emerged in the trade union ranks* 
And the sad part ofthe story is that this newmiUtance, 
has sprung at least partly from workers’ fxustgtidns 
with continued indi&rence ofthe bulk of employers 
to their difiScuities and partly from the atrodous dow> 

3. For foithet teaiiing please see. Trade Vtdm Leader^ 
in Indies*, SJ>. Fuoekar and S. Madhiul, Tata Ini^iute of 
Social S^ces, Bombay-?!, Lalwatd ^bllshhig House, 
Bombay»l, 1967... \;V'. 



of ooi^U8ti»ix/v If tlte old 
‘ mti^ligent, iofonried atid idiscipHned, 
Mdy a pragmatic dwareiiess of what was 

possible, the new leaders are said to be just the reverse, 
, and immoderate in speech too. What is serious is that 
the hew leaders are said to be disinclined to sit across 
at mbte and talk out problems. Conciiiatiori and 
compromise are seemin^y anathema to them; they 
want to ‘'settle the issues at the factory gate". These 
new leaders are men “who were never taken seriously 
or considered responsible" while in their parent central 
organisation. Some identify this new element as the 
projection into the labour field of the extreme left 
which has come up in Indian poli'ics. The ideology 
may not be there as yet, but the words and postures 
are the same, says one industrud relations expert, 
and talking to these people strains our patience to 
the utmost, the expert concludes.^ 

Rethinking on Multiple Unionism 


Terence framed and adopted a “Code of Disdptihc7^> 
in Industry which also contained certain cfi^h 
for the recognition of trade unions in industrial V 
undertakings where more than one union exists. This 
voluntary code came into existence with effect from 
June 1, 1958. But anything tlutt lacks legal ‘ 
enforcement, hardly works satisfactorily in India. 
That is the sad part of the experience in our Industrial 
Relations setup. In States like M.P. and the former 
Bombay Province, we had the M.P. or the Bombay 
Industrial Relations Act, where it was attempted to 
give some kind of a recognition to trade unions. 
But despite these State Acts, the Interunion Code 
of Conduct and also this Code of Discipline, trade, 
union rivalry and multiplicity of unions contiirue 
unabated and it is a pity that this paradox in Indian 
industrial life" continues with little or virtually no 
attempts being made to remove it on the part of the 
authorities concerned. 


Now reverting to our chronic problem of multiple 
unionism, it may be mentioned here that this topic had 
been dealt with at the Fourth Asian Regional Con¬ 
ference of the International Labour Organisation- 
(I.L.O.). The Conference commented that the existence 
of a multiplicity of rival trade unions not only runs 
counter to the interest of the workers concerned but 
may be an obstacle to their recognition for collective 
bargaining. One of the factors leading to this multi¬ 
plicity is a lack of trade union leaders having risen 
from the ranks of labour and able to speak responsibly 
on behalf of workers. On the other hand, divisions in 
the trade union movement may reflect real differences 
of approach to social problems among the workers' 
organisations concerned, such as may justifiably arise 
in conditions of freedom of association."' 

This problem of multiple unionism was discussed 
also at the 1958 Indian Labour Conference and 


Some Suggested Reforms bv Experts 

Inaugurating a three-day seminar on “Social 
Responsibilities of Trade Unions" jointly organised 
by the India Internatioiml Centre and the Candhian 
Institute of Studies at New Delhi, on March 29, 19^ 
the then Home Minister, Mr. Gulzarilal Nanda 
had said*’ that if trade union members, remained 
sleeping partners, like the shareholders in industrial 
concerns, the growth of healthy and strong trade 
unionism would be very much hampered. It was hig^ 
time the leadership of labour was increasingly trans¬ 
ferred into the hand.s of men who had risen in workers’ 
organisations and actually belonged to the trade union 
movement. A trade union has to be a typically 
democratic setup. The prospect of trade union 
movement developing in a manner as would best 
subserve the national interests of the country rested 
on three corner-stones. These were: growing 


before that in the 1958 Ubour Ministers* Conference. 
The consensus of opituon at these two meets was that 
a unified trade union struj^ure could not be brought 
about until their working ^as divorced from party- 


polities.. It maintained that elimination of multipli¬ 
city of trade unions was perhaps, not practicable as 
Rmg as the plitical parties continued their interference 
iil^de union affairs. It was, however, possible to 
r^^e interanion rriationt by mutual agreement 
-so that both the woricers and the industry are saved 
Tuinn, Hpnee,. the 1958 Indian Ubour Con- 

O'*”®?*”*- . 

l^t, April It, 19^^ •• . ■ —. : ■ 

.'Vvs)- 1968, p. 20-,. 


awreness of social responsibility among the. rank and 
file of the labour movement; participation of labour 
in tbe formulation of decisions and policies in indus¬ 
trial enterprises; and elimination of external leader¬ 
ship and growth of internal leadership in labour 
organisationt.' . ' 

At the same Seminar, the then Union Ministm* of 
Ubour and Employment, Mr, Jagjivan Ram’. had 
blamed trade unions for the stagnation, of labour 
movement in the country. The trade union movamfUt 
must be cleansed of “outside leadership", whSch Ud 
developed, , vested interests. Thri community Was 

it tndi^ Hew jCMiQ)), MaTch -30, 

it jbUt ■/'■r '■ ■■ 



the main sufferer in the conflicts wtuch emerged 
between the workers and the management at the. 
instance of these outsiders. He suggested the intro¬ 
duction of regional languages in the achninistration 
of trade unions so that the workers, could themselves: 
lead the trade union movement without external help. 

Speaking at the concluding session of the Seminar 
on “Administrative .Dimensions of Labour Laws” 
held at Simla on May 12, 1966, the then Labour 
Minister, Mr. Jagjivan Ram,® among other things, 
had agreed with the consensus of opinion at the 
Seminar that it was eminently desirable to have more 
and more of collective bargaining without recourse 
to Government labour machinery and Government 
should interfere as little as possible in industrial 
disputes. 

Again at the inauguration of the Second Meeting 
of the Panel of Labour Policy for the Fourth Plan, 
held at New Delhi, on November 20, 1966, the then 
Labour Minister, Mr. Jagjivan Ram** had said that 
certain measures should be devised “to diminish 
multiplicity of trade unions” and move towards an 
arrangement under which an organisation could be 
established at the national level for labour i.e. there 
ouaht to be a central “working arrangement” or a 
national “combination of trade unions”, which should 
be organised for undertaking labour welfare and 
cultural activities on an all-India basis in the country. 
These included programmes such as housing schemes, 
workers’ education for improving their skills; and 
cooperative and cultural activities. This would not 
merely strengthen the bargaining position of labour 
at the national level but would also widen the per¬ 
spective of labour. 

Inaugurating the first National Convention of the 
Indian Federation of Independent Trade Unions at 
Allahabad on November 20, 1966 Shri Jaipal Singh*®, 
Member of Lok Sabha, had suggested the enactment 
of a legislation providing for only one -workers’ 
union inpne unit, a concept coined first by the veteran, 
labour expert, Mr. V.V. Giri, now our Vice-President. 

The veteran Industrialist, Mr. Naval H. Tata” 
white inaugurating the two-day seminar on “Labour 
Policy and Programme in the Draft Outline of the 
Fourth Plan”, sponsored by the Tata Institute of 
Social Sciences at Bombay on November 21, 1966, 
called for bannii^ of political strikes and adultera¬ 
tion of trade union matters with politics. Tlie bmdhxi 
wwe not found in the trade onion “Bible’’ and there 


was no industrial dilute t^hind dient .f'1^ 
Governmwt domination in laboUr fleM and 
unions should be. expofsed to collisetive bar|psininia^ 
allowed to develop themselves on sound pridtiaples 
and scientific lines. He criticize Government’s 
“double standard” in labour matters and i^inted out 
that the ballot box which was used for ^tinn df die' 
Government was not adopted for recognition of 
unions. This resulted in inter-union rivalries affset- 
ing production. He stressed the need for a balanced 
approach against persistent labour agitation,^ and 
urged that the Government should prevent stoppage 
of production and “go-slow” tactic^ of labour. Lab¬ 
our should share in increased productivity ptiier- 
wisc it should not become entitled to shara in profits. 

Shri G. Ramanujam^^, General Secretary of 
INTUC, observes : 

“In our country the main difficulty in labour 
assuming a constructive and responsible role is the 
one created by the existence of multiplicity of 
trade unions. It is not merely desirable, but even 
neces.sary, to have a single, strong national Centre 
for trade unions in the country to which all the 
unions at the plant-level are alfiliated, so that the 
trade union movement in the country will be 
genuine and will have but one objective, one method 
and one leadership which would enable them to 
march forward in an orderly and disciplined way 
taking the nation too along with it. But labour today 
is allowed to be divided and exploited by those 
elements who do not really believe in democracy, 
but who only resort to democracy to sabotage 
democracy; and even those who do not believe in 
trade union movement except to the extent of uti¬ 
lising the trade unions to sabotage the movement.” 

In his inaugural address to a four day National 
Seminar on "Trade Unions and Politics in India" 
sponsored by the Shri Ram Centre for Industrial 
Relations at Chandigarh, on September 20, 1967, 
the Vice-Presidem, Mr. V.V. GirP® made a plea for 
constituting a joint standing machinery of a bipartite 
and tripartite nature in every industry and every 
unit thereof, “This body should meet at tegu^t 
intervals and discuss alt issues-^wdp'axo.th^tures, 
workers’ grievances, rationidizaridn and sue^ 
problenw as are of ^utual concern both.to4hc 
and employers.” . " ‘ , - . . . 


Indim Enasrtas, New Delhi, May 13,19|56. 

9. ImUem Express,yitvi Delhi, November 21, 1966.. 
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'to.,5o,IVe tiifi (^««iices~ 
;^:i<^ut«s between ^ anti wo^kets^ the 
Shd tnpa^te machinery of the labour con- 
15^cc<^ld play its part.' instead of ad-^ioe bodies, 
wl^h met once or twice a year, there should be per- 
ihhhent ^hinery at the States, as well as the ali- 
. Ip^ level with adeqtmte staff and technical experts 
coHectihg up-toodate information and foil facts and 
figures relating to thefinance and techniques. Further, 
this machinery should have under its aegis different 
panels for each of the key and basic industries consist¬ 
ing of representatives of employers, workers and 
technical experts. 

This body should come into operation and hear 
any industrial dispute not settled at the level of the 
conciliation board. The permanent tripartite machi¬ 
nery would be in a position to place at the disposal 
of the expert body the basic facts collected by them. 
This would facilitate the experts to deal with specific 
issues of strikes and lockouts and to solve the’diff¬ 
erences and bring about settlement. 

After pleading for full scope for collective bargain¬ 
ing and mutual negotiations at every stage of the 
dispute or a threat of it, Mr. Giri advised all workers 
believing in democratic ideals to join hands in one 
single central organisation to represent in an authori¬ 
tative manner all their demands. If such a united 
body could be brought about it would be to the ever 
lasting benSfit of workers and employers and finally 
ensure the maintenance of real industrial peace. 

The objective of one union in o-te industry in his 
view was best furthered by the Government authoris¬ 
ing the Chief Labour Commissionr to scrutinise care¬ 
fully the bonafide membership of various unions in 
industries in the Central sphere with their respective 
representatives. Thereafter, the genuine member¬ 
ship of different unions may be listed in a single 
register with the approval of their bodies. 


Suggested Remedies by Organisations 


In the preceding paragijiphs we have had quite a 
few interesting views of some experts for improving the 
industrial relations sjrWem in India. Now what some 
jihpoFtant organisations have said in this context is 


4tlso worth mentionii^E. 

The J%ttjab, Haryana and Delhi Chamber of 
^nuiietce placcdMa six point “touchstone” before 
the Natiopal Conwnfesion, of Labour at Chandigaili 
qh: S^tentlw 23, 1967, which ainted/m recasting 
nati^t The Chamber , in its Memo-- 


'i 


rismdttm opin^ that the tmtional labp# 
shquldaim atn^ing the nation sdf-reliaftt,disd^iih^. ^ 
and production-oriented; work against exjj^oltat^ 
of labour by management and irresponstble Idsdei^'; ■ 
ship as also of management by labour and its lea^(»$i 
eliminate activity by un^cupulous an4 subveisivc 
elmnents etc. Stressing the need for rapid revival of 
discipline, the Chamber expressed eSneern over the 
progressive erosion of responsibility for good per¬ 
formance or disciplined behaviour which today 
compl^ely stands divorced from obligations involved 
in employment. Tt also analysed the current 
difficulties in the industrial relations field and said 
that the time had come when labour policy should be 
recast in accordance with the future needs Of . the 
country and greater responsibility for efficiency placed 
OR the operatives and the manageihent alike. 

The Indian Council of Employers in a Memoran- 
dum’^^ to the National Labour Comimssion suggested 
that the Constitution should be amended to provide 
uniform labour laws throughout the country. TWs 
has become essential in the postelection pifiitical 
situation in the States. It is also necessary to ensure 
that no industry in one State suffers from any 
special disadvantages or enjoys special advantages. 

uniformity in labour laws would foster economic 
and political unity of the country. 

The Indian Council of Employers also suggested 
that different labour laws be dealt with by a common 
pattern of labour judiciary. This should not, how¬ 
ever, preclude the State Governments from adnfinis- 
tering the law. 

The M«ttorandum of the Council takes serious 
note of the growing” “industrial unrest” in the country 
but assigns the blame to “over-protective” labour 
laws and the labour administration at the Centre and' 
in the States. Under the existing Jaws and the en¬ 
vironment of “freedom” we enjoy, it has become 
almost impossible for management to enforce a 
modicum of discipline amongst the workers. With job 
security, inter-union rivalry. Government’s support 
for minority unions, nations of social justice as 
propounded by various tribunals, the ruimini^ of a 
factory or an establishment at anytlfing like the efit*. 
ciency level has literally become an obstacle race. ; 

The Chamber’s Memorandum has also pl^ded fpr 
amendment of the Trade Union Act so: that “outsiders^’* 
dernot exploit them. The leadership of the mov«m«*tt 
should increasingly , come from witWn the rank and 

15. ••Pdrtcfitive^LabOTr Laws must 

Ptihi, Janucry 19,1968, and “Plea for Con^tutitm 

to ihtike Labwn; Laws Uniform”, TTftr 




file of employees, as is the case in all advanced 
democratic countries. It also suggested detailed crite¬ 
ria for recognition of unions. A non-recogniscd 
union should have no rights either of raisiiig disputes 
or to represent the case of any workers. 

The Council also expressed concern at the growing 
pressure on employers to give employment to the 
‘“sons of the soil” exclusively. It oiTends the letter and 
spirit of the Constitution which rightly recognises 
freedom of movement of persons for purposes of 
business and employment within the country. 

The Indian National Trade Union Congress 
(l.N.T.U.C.) in its reply to the Questionnaire sent to 
the National Labour Commission^® among other 
things, demanded a uniform labour code for the entire 
country, modification in the system of adjudication 
of labour disputes because it has become a time- 
consuming factor. And, therefore, they suggested 
that a time-limit of six months should be laid for 
disposal of all disputes referred for adjudication. 

While accepting the system of collective bar¬ 
gaining, the INTUC emphasised that “Voluntary 
arbitration remains the best method of resolving in¬ 
dustrial disputes”. For its success both the employers 
and workers would have to strive hard. Regarding 
outside leadership of trade unions, the INTUC said 
that it would be short-sighted to ban it. What was 
needed was to bar the union executive from holding 
political offices. Regarding the question of recogni¬ 
tion of onions, it emphasised that verified membership 
and not secret ballot was the only basis to measure 
the strength of a trade union. 

16. Indian Express, New Delhi, January 20, 1968. 


' So U: has 

Relations system is fiill of uilwreti^ 
time has come when radicat chapgra foir4he ^^^^ 
ought to be made by the autlmrities concernied. is 
heartening to note that a National Labour 
mission was set up by the Government of Ii^in on 
December 25, 1966»^ under the Chairmanship', ^ 
the retired Chief Justice of India, Mr. P.B; Gajemkii-:. 
gadJear to review the labour conditions in (nc^, and 
wc sincerely hope this Commission will recommend 
some good remedial measures. 

But whatever be the recommendations, of this 
Comnussion, it is suggested that the Commission 
ought to keep in view at least this part of the Dhebar 
Sub-Conunittee Report on Democracy and Socialism 
which was approved through a Resolution by the AH 
India Congress Committee at its 68th Session in 
Bhubaneshwar in January 1964: 

“. .. One line of development which the 
country should consider is to elect by secret ballot 
in each industrial unit, a repr^entative body of 
labour which will be the only authorised body 
to negotiate and represent the labour force in the 
factory. This will go a long way to restore dis¬ 
cipline in our factories, at the same time, ensuring 
adequate and responsible representation. Such 
an approach will also enable participation by 
labour increasingly in Management.”'** 


17. “Review of Labour Omditions, National Commission 
set up” Indian Express, New Delhi, December 26, 1966. 

18. Report of the Sub<!ommitiee on “Democracy and 
Socialism” adopted at the 68th AICC session at Bhubaneshwar, 
January 1964, p.2l. 
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The Problem of Unemployment Among 

Engineers , 

R. A. Sharma 


Economic development of a country has, inter alia, 
much to do with human endowments. Capital is 
a necessary but not a sufficient condition of progress.' 
In fact, the role of human capital in the formation 
of physical capital has been well borne out in the 
estimates made by Edward F. Denison who concluded, 
on the basis of Cobb-Douglas Production Function, 
that during the period 1929-57, the growth in educa¬ 
tion and skill per worker has contributed to the Gross 
National Product of the U.S.A. at an annual average 
of 0.67 per cent, while the increase in the quantity of 
physical capital per person employed contributed only 
0.15 percent annually.*^ The human capital forma¬ 
tion is, therefore, of vital importance to an economy 
which in order, to break the vicious circle of poverty, 
has to borrow, not only machinery but also hands to 
run it, from others. Besides, the lack of even imitator 
entrepreneurs, not to speak of Schurapetarjan inno¬ 
vators, is a characteristic feature of such an economy. 
Here, rapid technological transformation will remain 
a far cry until indigenous hands are made dexterous 
and then, put to the best use. 

To me, the immediate cause for provocation is 
the staggerring number of unemployed technical 
personnel. It is reported that on the one hand, there 
is a shortage of two categories of workers—pro¬ 
fessional and technical.and craftsmen and production 
procKS workers who ard^rucial to the production 
process;* on the other hand, 40,000 technical people 
indtuding 6,500 engineeiring graduates are unemployed 
constituting about 13 per cent of the total technical 
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personnel in the country.* This paradox may h® 
due to immobility of our people, non-availabiltty of 
right persons for right jobs and the like. But in 
totality, it appears that sufficient opportunities do 
not exist for the numbers coming out of our technical 
institutions. Thus occurs the colossal waste of 
human capital. The waste of human capital. of, 
any kind, formed at considerable private and 
social cost, is something highly undesirable. If 
such a precious hunmn capital which gives birth 
to further productive capital, is allowed to rpt for 
any time, the situation should cause great anxiety ip 
the minds of all thinking persons. 

Lack of Harmony between Education and 
Development 

From the above, two important conclusions 
emerge. Firstly, the intake of technical institutions 
should be regulated to the needs of the country deter¬ 
mined on the basis of existing and envisaged devel¬ 
opment programmes. To achieve this, there should 
be close coordination between the authorities 
responsible for making assessment of requirements of 
man power and those entrusted with the task of 
implementing educational programmes. As far as 
possible, assessment should indicate category-wise 
periodic requirements, viz, so many machinists, so 
many fitters, so many turners, so many electripiansetc/, 
will be required by the end of 196$, 1970 etc. Second^- 
iy, we should make earniest and sincere attempts to put 
our educational system on the right lines. The setthig' 
up of various commissions in itself does not serve 
any useful purpose if their findinj^ are not to be 
attached any value and thdi; recommendatidns are 
not put through (except, of coune, it gives temij^i^ 
employmetit tp some members). In fact, the aimte^ 
um»lanned and haphamrd educational syacem of Jhe; 

h/htfcM 20 , 1968 . 



country is largely responsible for the growit^ unemploy¬ 
ment problem. It is rarely that students start their 
education with predetermination to specialise in any 
one branch of knowledge to which their mental ability 
is best suited. Unplanned development is also due 
to the fact that in no Indian University or College 
are facilities provided to conduct intelligence test to 
judge the students* intelligence, skill and mental 
faculty. Consequently, non-technical students offer 
technical subjects and vice versafi 

This lack of harmony between educational system 
and development needs has resulted in ever widening 
gap between demand and supply and has now assumed 
alarming proportions. It is petering down the 
effects of all development efforts and pegging the 
economy to poverty. 

Education is nowhere a source of profit to the 
State. In India, which is far behind other countries 
in the field of education annual public expenditure 
per student ranges between Rs, 350 and Rs. TOO". 
This means whatever human capital is formed is not 
only the outcome of the efforts put in by the individuals 
concerned and sacrifices made by their guardians but 
also the result of the sufferings and inconveniences 
borne by the society in the form of payment of high 
taxes etc. This debt to the society is too evident in the 
case of‘superior’human capital. Admitting this, it be¬ 
comes quite relevant to ask whether, in a country where 
economic development is not proceeding at a desired 
pace and the economic activity is well regulated and 
directed, the unfettered freedom of occupation leading 
to idleness, even though some opportunities do exist, 
is not tantamount to causing a deliberate loss to the 
society. Society suffered, first, when they were 
‘made’ and again when it has to preserve them without 
putting them to any productive use. The case is worse 
than that of idle machinery; the loss is more, becom¬ 
ing almost unbearable in an already impoverished 
economy. It is equally relevant to ask whether such 
people should be allowed to settle down abroad. 
Often, we talk of brain-drain which our economy 
can ill afford. It is in individual as well as society’s 
interest to direct such people to engage themselves 
in whatever work is available in their line of training 
till better opportunities arise. 

Measures to Check Unemployment among 
Engineers 

Now when this problem has raised its ugly head, 

5. D.Nf.]>wivedi: •‘Human Capital Formation in India”, 
AiCC Econon^ Review, May, 1967.. 

6. D.N. Kalhan: '‘Our Education Explosion*', The kin- 
dustan Times, May 4,1968. 
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what possibly can be done to alleviate lt, .» R nuitter 
demanding urgent attention of all of us. Varlpds 
possibilities seem to hold. out promise. Some of 
them are discussed here. 

Firstly, the public sector units should take up the 
matter in right earnest. They can carry out plant- 
wise inquiries, draw up a list of job specificatidns, 
number and type of men required and notify the same 
to the authorities concerned for filling the potions 
without delay. It is understood that the various 
ministries of the Government of India are seized 
of the problem and are actively engaged in search of 
avenues in their respective units. 

Secondly, the State should take some initiative in 
making the private sector feel its responsibility., It 
may be made obligatory on their part to spend a part 
of the profits on research. Presently, only 0.5 
per cent of the total production is being devoted to 
research. It should be realised by the capitalist- 
entrepreneurs that though innovations and their 
transformation into practice are largely the work of 
technologists, the funds that they plough back into 
research and renovation provide the firm foundation 
for industrial progress. Money spent on research 
will not only facilitate the rapid technological trans¬ 
formation but also open new vistas for technical 
personnel. 

Thirdly, we know that many concerns are seeking 
financial accommodation from the different agencies 
of the Government by way of loans or machinery on 
hire-purchase etc. They may be aksed to submit their 
plans verified and approved by indigenous qualified 
engineer or wherever feasible, associate a qualified 
person with their* working. This will also ensure the 
proper use of assistance. 

Fourthly, and to which the writer attaches great 
importance, is a possibility to convert these idle 
engineers into engineer-entrepreneurs. No doubt, 
undertaking entrepreneurial activity is not an easy task 
at all. One has to face so many obstacles which 
have been succinctly brought by Meir and 
Baldwin: 

‘‘a variety of obstacles inhibit entrepreneurship; 
an unwillingness to devote orgarisational abilities to 
business purposes, restrictive effects of mistom, and 
tradition, lack of response to monetary iiu^tives,^ 
low status of businessman, high risks inyoiyeid 
new enterprise, absence of vwtical mobiliiy r ip the 
social stiucture, market imperfedtiom wbieh de^. 
potential entrepreneurs the resources they need for 
organisii^ new podw^ion unite, andarbltei^ 
in the administration, of ^ws 
vriiich make the environment top 



are true of any entre- 
jpreheitr and therefore, to overcome them, an indns* 
trial otloiate has to be created in general. 


CASSE for £KGm]ffiR*femREPRENEURS 

Let US now sm whether there is a special case for 
engineer-entrepreneurs. Recent studies in entre¬ 
preneurial activity have revealed that there is a marked 
tendency amongst the first generation industrialists 
to be in possession of some technical qualification or 
the other. In a study conducted by Dr. Berna as 
early as 1957, Industrial Entrepreneurship in Madras 
State, he came across one of the most interesting types 
of entrepreneurs, namely, the graduate of an engineer¬ 
ing college who had organised his own industrial 
enterprises. He found the largest single group of 
entrepreneurs composed of graduate-engineers i.e. 
27 per cent of the 52 entrepreneurs studied, most 
of them young and nearly half of them possessing 
foreign engineering degrees. They had established 
their firms on a small scale with average initial invest¬ 
ment of slightly less than Rs. 40,000. He concluded, 
“The presence of so many entrepreneurs with engi¬ 
neering degrees was unexpected and indicates a 
widening of the base of industrial entrepreneurship 
in India.” They are also not of the sort of ‘fly by 
night.’ To oorrelate entrepreneur’s performance with 
social or economic background, he formed an im¬ 
pression that enterprising and capable industrialists 
were found in large numbers in the ranks of the 
graduate-engineers. 

A later study conducted by the UNESCO Research 
Centre on Social and Economic Development in 
Southern Asia on Small Industries and Social Change: 
Four Studies in India also goes to show that a far 
seeing entrepreneur tries to plan the education of his 
sons in such a way that their technical knowledge is 
useful in expanding and developing the enterprise. 
There were five entrepreneurs, at the time of study, 
in the Okbla Estate, who had sent their sons abroad 
for higher technical educatid&r Further, at the Rajkot 
Estate, a majority wanted their sons to enter the field 
after taking systematic technical training in some 
college or institution. A few engin^ing graduates 
also turned entrepreneurs with resources either their 
own or borrowed initially from elsewhere. They 
had a background in technology and a concept of 
the products they would produce. 

It is quite discernible, even on a casual observation 


\ v7. by Dr. DX. Narayani In h& article on ‘fintte- 

' BaMtoHMC Dcvriopmieat*^ la Comin^ce Annual 




th^ in a devdoping economy where techRo]ol0^> 
fast changing, peidple with technk»l background iie 
better equipped to keep pace with it. This is why 
more and more people holding technical qualificatfons 
are taking to industry in modern India. 

It is also true that the engineering students, on the 
whole, represent the cream of student communily 
and arc ambitious ones. They have a desire to do 
well and attain an inner feeling of personal accomplish¬ 
ment. They possess a high level of achievement* 
and show a tendency to become successful entre- 
prcnetirs. It is only a qt:C'tion cf locating right ard 
suitable p:rsons particularly when, to a great 
extent, other factors are being supplied by the State. 

Among other things, such as, supply of machinery' 
on hire-purchase basis and provision of accommoda¬ 
tion in Industrial Estates to small industrialists 
in genera], a special scheme^ was formulated to 
encourage qualified technical persons with limited 
capital resources to take up small-scale enterprises by 
providing the bulk of the equity capital required to 
start the enterprise. The scheme envisaged the 
setting up of a small-scale unit by a private limited 
company in which the entrepreneur will have at least 
10 per cent of total investment, the State contribut¬ 
ing the balance. The unit will be run by the entre¬ 
preneur as its Managing Director, the State Govern¬ 
ment having its representatives on the Board of Di¬ 
rectors. The entrepreneurs will be given an oppor¬ 
tunity to purchase Government shares over a speci¬ 
fied period. This scheme was tried out in Orissa 
State where it has achieved some success. Recently, 
the scheme has been modified, converting a part of 
Government equity shares into long term loans, thus, 
enabling the entrepreneurs to have a higher share in 
profits. A similar scheme has recently been adopted 
in Maharashtra State also. 

In the Draft Outline of the Fourth Five Year Plan 
a provision of Rs. 100 million has been made to 
facilitate equity participation in the small-scale units, 
especially by technician-entrepreneurs, experienced 
craftsmen and others of small means. The scheme 
is yet to come into operation. 

Finding Suitable Persons 

Now, how to locate suitable persons is a vital 
question. At present, the Investigation Teams 

8. An achievement means need for achievement^Xiavid- 
C.McCleltaod of Harvard UnivQsity in The Achieving Soeietjfi . 

, SmaU-scak Industries in iiidtn issued by . ithe 
opment Coinmissiener (Smag-acide industries), ^veroment di 
ln<aa. New MSjfch 1968, p.7. ' /V 




attached to the Small Industries Service Institutes 
of the Central Small Industries Organisation, Go¬ 
vernment of India, conduct area surveys to study 
industrial potentialities of a particular area^ They 
prepare a list of existing and candidate resource- 
based and demand-oriented industries having scope 
in the area. Their job should not end here. Now, 
after knowing the industries, they should know the 
prospective entrepreneurs. To locate prospective 
technician-entrepreneurs, they can approach the 
technical training Institutes/Colleges in the area for 
successful candidates or the Employment Exchange 
on whose live register the names and addresses of 
the unemployed technicians will appear, and make 
a note of others whom they come across in the course 
of their survey. When this list is prepared, they 
should contact these individuals personally, make 
them aware of the industries that they can start 
(keeping in mind their qualifications and exprience 
aptitude, resourcefulness, scope for industries etc., and 
tell themthc facilities the Government will provide them 
particularly regarding all those obstacles which impede 
their way to becoming entrepreneurs. What is needed 
is proper communication; sympathy in place of anti¬ 
pathy. In the course of discussions, it will be known 
what exactly that individual needs and is capable of 
doing. Importance should be attached to the man— 
in particular, to his motives and values. That about 
which he thinks and dreams determines what will 
happen. It will give new orientation to the activities 
of this organisation as well and if it is able to perform 
this task successfully, it will enhance greatly its 
prestige which is at the lowest ebb today. 

The programme of assistance to suitable per¬ 
sons so determined should be carried out by all the 
States vigorously. Efficiency and honesty in im¬ 


plementation should he .ensured. Th secure !die%t»&> 
invested by the State and to ensure prop^ use 
rigid achievement-oriented standards of perform¬ 
ance for the entrepreneurs should be laid down. 
No further assistance need be given to those who fm! 
to achieve the targets. We should hot be weighed 
down by the considerations of family coimec- 
tions and others. However, if in exceptional 
cases for reasons beyond the control entre¬ 
preneurs, the targets could not be adhered 
to, the matter should not be viewed with mudi 
indignation. 

Lastly, it is the need of the time to accord due 
place to the technologists in our society. In this 
connection, much depends on the attitude of the 
Government. The glamour, privileges, power and 
authority attached to the posts of administrative 
officers still make them alluring. The practice of 
giving precedence to these civil servants and placing 
them even in positions where a certain degree of 
technical skill is required is highly deplorable. Like 
their status in the developed societies, the Govern¬ 
ment can also create a suitable atmosphere in their 
favour through proper recognition of their services 
and placing them in the positions of honour. As re¬ 
gards the private sector, the country is still at a stage 
where the ownerhsip and direction of industry is not 
yet far from the family or group complexes. On 
April 13, 1968, Dr. D.R. Gadgil, Deputy Chairman 
of the Planning Commission, while inaugurating the 
two day silver jubilee Conference of the Textile 
Association of India, a professional body of textile 
technologists, said, “The day appears far when 
a self-perpetuating succession of managers and 
technocrats will run all the big corporations.” The 
earlier we reach that stage, the better it is. 
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Labour Force Projection for Rajasthan 

196U81 

A, N. Mehra 


The population of Rajasthan, accordbg to 1961 
Census stood at 20.2 millions comprising 10.6 n^lion 
males and 9.6 million females. The decade 195l> 
61 showed an increase of 2.62 per cent per annum 
in population. The number of persons constituting 
the labour force in 1961 was 9.6 million. This is 
47.63 per cent of the total population. The general 
participation rates for males and females constituting 
the labour force as per 1961 Census arc as follows: 

Participation Rate 
Male Female 

Rural 60.19 40.83 

Urban 48.62 10.11 

The number of persons constituting the working 
force is 9.58 millions. This figure is 47.55 per cent 
of the population showing thereby that the propor¬ 
tion of unemployed persons seeking work including 
new entrants to the labour force, is only about 
.08 per cent of the total population. Rural parti¬ 
cipation in economic activity is higher than that in 
the urban areas. Female participation in economic 
activity in rural areas is quite high. This is explained 
by the fact that agriculture and household industry 
account for more than | of the total work-force. 
According to the 1961 Census, population in rural 
areas was 16.87 nullions «^sisting of 8.82 m'ilion 
males and 8.05 million females. The rural popu¬ 
lation in the effective employable age-group 15-59 
alone was 8.78 million of which 4.60 million were 
males and 4.17 million females. 

UnBANIZATlON 

iW iHodess of urbanization in ^jarthan has 
bqen very as in the country as a whole. The 
.ptaciABti^e urban population in Rajasthan as per 
l^:OiDhsui1^ 16j!3co^^^^tbthe all Ihdia level 


of 18.0 per cent. Because of fluctuating past trend in* 
urbanization of the State, the percentage distribution 
of urban population from 1901 onwards was smooth- 
ened by taking a three point moving average. This 
was done to isolate the effect of irregularities in de¬ 
cadal variation. A regression line was fitted to tlm 
seven points available for the State fi;om 1901 to 
1961 in order to gauge the trend in the degree of 
urbanization. It is presumed that this trend would 
hold good during the projected period. The propor¬ 
tion of urban to total population by 1981 is expected 
to be 17.2 per cent. 

Projection of Participation Rates 

The projected participation rates for the age- 
groups 0-14, 15-19, 20-34, 35-59 and 60 + using the 
1961 Census data as base are given in TaUe 1 
of Appendix. Population projections of Rajasthan 
upto 1981 as prepared by the Expert Committee are 
^ven by sex-age groups for total area (rural + urban) 
on the basis of certain assumptions regarding finiire 
course of fertility and mortality starting with their 
current levels as shown by the 1961 Census results. 

Participation Rate for the Age-oroup 5-14 

The population in the age-group (04) is excluded 
from participation in economic activity as also the 
school going population. The percentage enrol¬ 
ment of boys, and g^ls » computed on the basis of 
enrolment data at the end of Second Plan. Since 
compulsory primary education is in force in a num¬ 
ber of towns and villages of Rajasthan,, enrolmmit 
of boys is expected to have reached the level of 5} 
per cent in 1966. In. 1961, enrolment percentage of 
boys was 34.51. On the other hand female 
enrolment was vwy low hawng stood at 01% 
9.72 pef ceoii The expected levels of enrohomil 



for boys and girls upto the year 1981 are given in 
Table 1. 

Table 1 

ENROLMENT PERCENTAGE 



1966 

1971 

1976 

1981 

Boys 

51.00 

60.00 

70.00 

80.00 

Girls 

24.00 

34.00 

44.00 

54.00 


The targets for enrolment of boys and girls in 
the Third Five Year Plan of the State were a little 
higher than the levels shown above for the year 1966. 

A modified or refined participation rate is then 
computed after giving due weight to the enrolment 
of boys and girls in primary and middle olucation. 
The increase in the proportion of school going child¬ 
ren will be reflected in the diminishing number of 
workers at ages (5-14). The refined participation 
rate is given as under: 


Participation Rate for 
the age-group ( 5-14 ) 


LabourFofce in theage-gfoup(5-4 y 
Total population at ages (5-14)— 
School going Population in the 
age-group (5-14). 


Participation Rate for other age-groups 

The participation rates for the age-group (!5-i9) 
are likely to show variations in future years as a 
result of availability of educational and training 
facilities at various levels. The variation will be 
more pronounced in urban areas than in rural areas. 
The major part of the labour force is contributed 
by males in the age-group (20-59) where participa¬ 
tion is complete and can be assumed to re main cons¬ 
tant overtime. Thus the error in labour force pro¬ 
jections entering through errror in participation rates 
of very young and old people can be assumed to be 
insignificant. This is not the case with regard to 
estimation of female participation rates which are 
affected by many factors viz., marital status, ferti¬ 
lity etc. Economic status and attitudes toward 


appropriate roles for women inth« soiiS0y Bl(^i!l^ 
a large part in determining the extdift of^ic^l 
labour force. The position in regard to female pafti- 
cipatioiR in underdeveloped coimtries has bcm;v^ 
well described in the United Nations Demo^a^ie 
Aspects of Manpower—Report I, It says,. ‘*ln 
most of these countries, a labpnr In the 

sense that it is 'known in industcMh^ count¬ 
ries is not highly developed. Much of productioii 
is carried out in household enterprises, and changes 
in a woman’s marital status or in her responsibilities 
for the care of children do not have the same impli¬ 
cations for her continuation in employment that 
they have in the industrialised countries, where most 
economic activity is centred outside the home.” 

The same report gives average Age-specific Activity 
Rates for Ages 20-64 and 65 -f for males classified ac¬ 
cording to degree of industrialization as in Titble 2. 

In the case of India as also of its constituent 
States, only the 1961 Census data are helpful for 
labour force studies. We have thus got only one 
point data on labour force for this study. The parti¬ 
cipation rates too are available for broad age-groups 
viz., 0-14, 15-34, 35-59 and 60 and over. In this study 
the age-group 15-19 is also taken since this is expec¬ 
ted to exhibit variation in participation rates over 
the years. For getting the percentage distribution 
of labour force by rural-urban residence and sex 
for the age-groups 15-19 and 20-34, all-India per¬ 
centage distributions of labour force for males and 
females in rural and urban areas as given in reports 
of 6th and 7th and 16th rounds of N.S.S. were utilised. 
The total percentage of labour force in the age- 
groups 15-19 and 20-34 corresponds to the percen¬ 
tage of labour force in the age group 15-34 recorded 
in the 1961 Census .for Rajasthan. 

Age Composition of Urban Population 

After obtaining the proportion of population 
living in urban areas, we obtain the sex-age struc¬ 
ture of this population for our study. For this, a 
ratio method which was used by the United Nations 
and the Government of Philippines in their study 


Table 2 

AGE SPECIFIC ACTIVITY RATES 


Degree of industrialization 


Industrialised countries 
Semi-industrialised countries 
Agricultural countries 
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resources of the PhUippiues is applied 
here. The rural«urban break>-i4> of projected total 
popuIatiopin^venisTablM 2 and 3 of Appendix. 

participation rates for other age-groups are 
projected on the basis of certain assumptions. These 
are shown in Table 1 of Appendix. These age 
specific pattidpation rates are then applied to the 
projected rural and urban population to get the 
labour force for each group. Tables 4 and 5 
of Appendbc ^ve the projected labour force for 
broad sex-age groups by rural-urban residence. The 
increase in the labour force over periods of S years 
starting from 1961 is given in Table 3. 

Table 3 

LABOUR FORCE AS PER CENT OF POPULATION 


Increase in Labour force 
Population Labour Force labour force as percent 
Year (in *00) (in ’00) (in ’00) of population 


1961 

2,01,556 

96,005 

_ 

47.63 

1966 

2,32,570 

1,05.898 

9,898 

45.53 

1971 

2,68,221 

1,19,854 

13,856 

44.68 

1976 

3,06,528 

1.36.307 

16,453 

44.47 

1981 

3,42,191 

1,55,409 

19,102 

45.42 


Dependency Ratio 

m 

The number of dependents per 100 persons in 
the labour force over the projected years is given 
in Table 4. 

Table 4 

DEPENDENCY RATIO 1961-81 


No, of dependents per 100 persons 
Year in the labour force 


1961 


no 

1966 


120 

1971 


124 

1976 


125 

1981 


120 


Due to high level of feitifity, Rajasthan gains 
large numbers of younger people each year. The 
age structure is wdghted with a large proportion of 
children too young to work. This increases the 
burden of dependency. It may be observed that 
over the years, the dependent^ ratio shows an up-; . 
ward trend from 110 per 100 peisons recorded in 
1961 to 125 in 1976 and then declines to 120 per 
100 persons in 1981. This can perhaps be attri¬ 
buted to a drop of over 2 points in particiation rate 
in 1981 over the level of 47.6 per cent reached in 
1961. 

REFERENCES 

1. Census of India, 1961, Vol. 1 Part II ](i) General Populatkm 
Tables. 

2. Census of India, 1961,Paper No. 1 of 1962, Final Population 
Tables. 

3. Census of India, 1961, Vol. 1, India, Part 11 B(i) and B(iji} 
General Economic Tables. 

4. Registrar General, Govt, of India, Peport of the Expert 
Committee on Population Projections 1964, Mimeogn^hed. 

5. N.S.S., Sixth and Seventh Pounds, Reports on Rural and 
Urban Labour Force, 

6. N.S.S., Sixteenth Pound, Report on Rural and Urban 
Labour Force, 

7. Planning Commission, Govt, of India ; Employment 
Trends and Task for the Fourth Plan, 

S. Planning Commission, Govt, of India, Drift Outline of 
the Fourth Five Year Plan, 

9. Ministry of Education, Govt, of India, Report of the TIdrd 
National Seminar on Compulsory Primary Education. 

10. Mini$tryofEducation,Govt.ofIndia,£tfi<catfonmtAe States 
1959-60. 

11. United Nations, Study on Manpower Resources of the 
Philippines. 

12. United Nations, Demographic Aspects of Manpower 
Report No. 1, Sex and Age Patterns of Participation in 
Economic Activities. 

13. Alice Thorner, “How to Use the 1961 Working Force 
Data**, Economic and Political Weekly, Nov. i, 1966. 

' 14. John D. Durand; The Growth of Ledmur Force in Amerka, 
IS. A.V. Zodgekar, Size and Industrial Composition of the 
Work Force in ECAFE Countries, Section IV, India— 
Mimeographed. 



APPENDIX 

Tabu 1 

PARTiaPATlONf RATES 


Age 1961 1966 1971 1976 1981 

group Male Female Male Female Male Female Male Female Male Femc^. 


0-14 


U21 

21.93 


--Assi 

15-19 

Rural 

80.84 

58.32 

78.82 

58.32 


Urban 

44.69 

11.44 

43.57 

11.16 

20-34 

Rural 

98.56 

67.39 




Urban 

91.16 

16.65 

91.16 

17.07 

35-59 

Rival 

97.23 

62.84 




Urban 

93.17 

19.87 

93.17 

19.37 

60-h 

Rural 

74.61 

26.28 

73.48 

25.64 


Urban 

57.74 

9.65 

56.30 

9.65 


Assumed constant for total area (Rura -l- Urban)- 


76.80 58.32 74.78 56.87 

42.46 10.87 41.34 10.59 

-Assumed constant upto 1981- 

91.16 17.48 91.16 17.90 

-Assumed constant upto 1981- 

93.17 18.88 93.17 18.38 

72.36 24.99 71.23 24.35 

54.86 9.65 53.41 9.65 


72.76 

40.32 


55.41 

10.30 


91.16 18.32 


93.17 

70.10 

51.97 


17.88 

23.70 

9.65 


Assumptions: 

15—19 


Rural—Males 


Participation rate to decline by 5 % (of the level recorded in 1961) in 1971 and thereafter 
decrease by 5% in 1981. 

P.R. to remain constant upto 1971 and then decline by about 3 points in 1981. 

Same as for rural males 

P.R. to decline by 45% in 1971 and thereafter again decline by 5% in 1981. 

P.R. to remain constant upto 1981. 

P.R to decline by 5% in 1971 and again show a decline of 5% in 1981. 

Same as for urban males in the age>group (20>34). 

Same as for urban females m the age-group (20-34). 

Rural—Males & Females ; P.R. to follow the trend of agricultui^ countries by 1981. 

Urban—Males P.R. to decline by 5 % in 1971 and thereafter again record a decline of 5 % of in 1981. 
Females P.R. to remain constant upto 1981. 

Note : The values for the intermediate years have been interpolated lineraly. 


20—34 


35—59 


60-1- 


Femalcs 
Urban—Males 
Females 
Urban--Males 

Famales 
Urban—Males 
Females 


Tabu 2 

PROJECTED RURAL POPULATION 


Age 

1966 

1971 

1976 

1981 

group 

Male 

Female 

Male 

Female 

Male 

Female 

Male 

Female 

0-14 

4,400,203 

4,109,427 

5,082,782 

4,694,124 

5,649,807 

5,170,652 

5,868,830 

5,357,897 

15-19 

992,506 

931,310 

1,146,313 

1,086,233 

1,288,093 

1488,093 

1,621,694 

1,490.030 

20-34 

2,279,393 

2,021,258 

2,586,608 

2,320,019 

2470,361 

2,724462 

3,480,784 

3,226,854 

35-59 

2,033,184 

1,760,441 

2,321,674 

2.m,m 

2,663,069 

2,311,971 

3,061,120 

2,657,613 

60H- 

454,754 

401,629 

565,131 

481,737 

699,808 

588,647 

846,164 

717,978 

All ages 

10,160,040 

9,224,065 

11,702,508 

10,602,884 

13,350,107 

12,083,625 

14,878,592 

13,450,272 





Tabu 3 







PROJECTED 

URBAN POPULATION 




Age 

1966 

1971 


1S76 


1981 

groig» 

Male 

Female 

Male 

Female 

Male 

Femtde 

hi^ale 

Femafe 

0-14 

878,397 

796,373 

1,028,618 

^1,576 

1,158,093 

1,027.948 


1,078,403 

15-19 

231,694 

198,390 

271,387 

234.467 

327438 

281,607 

393.906 

, 329,870 

20-34 

467,807 

389,642 

538,192 

453,081 

626,m 

538,738 

742,616 

646,046 

35-59 

400416 

341,159 

463.626 

396,729 

538,631 

459,629 

616,680 

534,887 

60+ 

84,446 

84,471 

106469 

102,663 

133492 

127,053 

163.»6 

15^ 

All age 

2,062,860 

1,810,033 

2,408,192 

2,108,516 

2,784,093 

2,43447S 

3,144,108 

2.Ml.^ 
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PROJECTED RURAL LABOUR FORCE 



Bata Coolers 

for the warm 
months ahead 


You slip your feet into something 
special when you try on these 
sleek Bata Coolers, perfect 
for summer fun. They 
help surround your feet with cool, 
breezy comfort.- make walking 
a real pleasure. Here are only 
a few from the new summer 
collection... like all Bata footwear, 
distinguished by better material, 
better fit, better workmanship and 
longer wear. Come, get your pair 
today. Look cool and feel cool 
throughout the warm months ahead. 



Lily 16.95 




Menoka 12.50 


Airlight 19.95 



Akcool 17.96 
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Gleanings from the Press 


DISQUIETING TRENDS 

Many of the observations contained in the report 
of the study group of the National Commission on 
Labour for the southern region may not be new. 
The really important aspect of the study group’s 
report however, pertains to its findings on the state of 
labour relations in the southern region, and more 
especially in Madras State, where it finds that the 
position has taken a turn for the v^orse during the 
last few months. Many other observers have noted 
this, and have even commented upon it. The Tamil- 
nad Congress and its chief, Mr. C. Subramaniam, 
have consistently drawn attention to the disquieting 
trend. .. .The observations of the study group, which 
corroborate these fears, should leave no one in doubt 
about the real' state of afiairs. If the DMK tries 
to project an image of radicalism by espousing 
zealously the cause of labour, it should hardly be 
surprising, considering its electoral alliance with the 
left communists. But this does not mean that it 
can afford to take a totally partisan attitude. The 
study group refers to various lapses which are in 
fact, revealing. It says that there is failure on the 
part of the police effectively to put down acts of 
violence and harassment of managerial staff, and 
that there has been constant and continuous inter¬ 
ference at ministerial level in labour disputes and 
refusal promptly to pass orders on conciliation 
reports. Equally serious is the allegation of minis¬ 
terial pressure on the mnaagement to reinstate dis¬ 
missed workers without even examining the merits 
of the case. The report points out that there have 
been suggestions that workers should not be dis* 
nussed even in a case of gross indiscipline and 
the Government has no belief in the efifictency of such 
a punishment as dismissal. It is also astonishing to 
learn that there has been reopening of closed cases 
on wfaiph ordera w^ passed long bdfore while these 
have even^been referr^ to ad^udicaUon. 

If hi thp fkie of this, th<nt has been a setback in 
the .pnee of proi^ess ^ huMtinl developmeih in 
i^'^e, it shoidd har^ cause much sm^h^. 


Whatever may be the other deficiencies of the pre¬ 
vious Congress Government, it? record in actively 
assisting the rapid industrialisation of the State not 
only by an enlightened policy towards entrepreneurs 
but also by ensuring happy and harmnonious 
industrial relations cannot be denied even by its bitte¬ 
rest critics. That there should now be a reversal of 
this trend should cause much regret. The DMK 
Government cannot escape a large patt of the 
blame here. Clearly, it has to decide soon whether 
it can continue a policy of being all things to all men. 
If considerations of orderly industrial progress dictate 
a reshaping of the electoial alliance, it should not 
be avoided. There is much room for reflection in 
the point made in the study group report that in 
the neighbouring State of Kerala, administered by a 
pronouncedly leftist coalition, industrial relations 
are “satisfactory,” though recent trends in the plan¬ 
tations in the State are rather ominous, while the 
Idikki atfair is altogether frightening. 

The Economic Times, June 26, J968 


DECORATIVE SHIELD 

Tiir. sponsors of a nuclear non-proi^eration treaty 
have been working overtime to demonstrate their 
anxiety for the collective and individual security of 
of the nations of the world. Their claim, that the 
proposed treaty would enhance the security of non¬ 
nuclear States, has evidently not convinced all the 
latter; hence the further gesture in the form of a 
three-Power resolution pleading help to countries 
facing nuclear aggression or threat of it. .. .This is 
hardly any advance on the Coundl’s formal obli¬ 
gations in the event of any kind of aggression. The 
limitations of such an uudertaking have been clear 
ever since it was first suggested. If the guarantee 
wore to operate through the U.N. machinery, it would 
be aufaiiect to procedure that could^ easily frustrate 
the purpose*; from delay, there seems no reason 
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why the veto should not be as effective on nuclear 
protection as it has hitherto been on conventional 
peace-keeping tasks. Besides, there is no agree¬ 
ment yet even on a definition of aggression. Chances 
of agreement on specific cases are also remote, since' 
the circumstances preceding and attending a parti¬ 
cular situation are likely to be judged differently by 
countries with different political views and interests^ 
There is also the possibility of entirely honest diff¬ 
erences of opinion. New Delhi cannot have forgot¬ 
ten the disturbing doubts entertained by several of 
its influential friends about its case on the Chinese 
aggression in 1962. 

It is more than probable that a nuclear attack or 
threat in any part of the world would invite inter¬ 
vention by one or both of the two main nuclear 
Powers. But this would be dictated by considera¬ 
tions of international power balance. So long as 
these considerations remain, as they probably will 
for the non-proliferation treaty can mean very little 
indeed. Even the tbree-Power guarantee shows the 
absurdity of the claim that the treaty would be a 
major step towards nuclear disarmament. 

A non-nuclear State may well be in need of a 
defensive shield, but it cannot be provided by the 
three-Power guarantee. 

The Statesman, June 22, 1968 


SCOTCHING COMMUNAL VIOLENCE 

Its root causes may be attacked through education; 
an effort can be made to legitimise communal groups 
by bringing them under the constraints of a democ¬ 
ratic system; or an effort can be made to crush 
it out through the stringent suppression of its mani¬ 
festations. 

Much can be done to gear our educational system 
consciously to secularism. To take a few simple 


exanq)Ie8, much greater stieiss t^uld be laliii: ' 

dren's story books and primary school ; 

on the great Muslims and Christians of liidia, « 
past and present. School histories cOuld be 'ffeti- 
berately rewritten to remove some of the conscious 
bias which has been introduced into Indian bistiiry.. 

Jt could be emphasized that the relations'between 
the Muslims and the Hindus ceased for all practical 
purposes to be that of conqueror and cmtqui^ed, 
at least from the time of Akbar; that the bidk of the 
Moghul arnties consisted of Rajputs; that even 
Aurangzeb’s armies usually had two generals, one a 
Muslim and the other a Rajput; and that the Moghul 
general at whose hands Shivaji suffered a conclusive 
defeat was Jai Singh. Children could be taught and 
adults reminded that poets like Kabir and Rahim 
were Muslims who wrote in the prakrit (vernacular) 
of their times and preached complete tolerance and 
religious equality. And Hindus could be reminded 
that the essence of their tradition is not embodied 
in the thoughts of obscurantists like Golwalkar 
but in the preachings of people such as Swami Vivek- 
ananda who emphasised not merely tolerance, 
but the equality of all religions, and Mahatma Gandhi 
whose doctrines came straight from the Gita, but 
who gave his life in the ultimate practical proof of 
his secularism. 

.. .the right way to deal with communal viole/ice 
is stringent police action to deal with its perpetrators 
and exemplary punishment. ... The vast bulk of 
the people live in peace and umity with their neigh¬ 
bours, and in any case they dislike having their lives 
disrupted by insensate violence. The situation is 
thus one which the law and order machinery of the 
state is ideally designed to meet. 

.. .if State governments drag their feet in the cur¬ 
bing of communal violence (and also of violence by 
Senas like the Shiv Sena, the Lachit Sena) the Centre 
will not hesitate to step in to safeguard lives arid 
property. 

Week^d Review, June 22, 1968 



Book Reviews 


Union-State Financial Relations, D.T. Lakdawala, 
Lalvani, Bombay, 1967, Rs. 12.50. 

The union-state financial relations in India have been 
of considerable interest in scholarly circles as also 
in politics. Since the last g^eral election this subject 
has gathered its own momentum in view of the 
emergence of several non-congress State govern¬ 
ments. 

The evolution of Indian federalism is an interesting 
story. It has Us roots in the Government of India 
Act, 1935. The division of subjets under the State 
list, Central list and the Concurrent list in the Consti¬ 
tution of India formally demarcated the State and • 
Central jurisdictions over respective spheres of 
administrative activity. In the contejttof the Five 
Year Plans, this distribution has acquired a new mean¬ 
ing in so far as, within the pattern of this distribution 
of powers, different ways have been explored to evolve 
almost a new kind of State-Centre relations, broadly 
subscribing to the pattern laid down in the Constitu¬ 
tion. The Administrative Reforms Commission, 
which has recently inquired into all aspects of Indian 
federalism, is yet to submit it its report to Government. 
However, press announcements of the Study Team’s 
Report of the Conunbsion indicate that there are 
going to be not many fundamental changes in the 
pattern of the Indian federation. 

The author, as a member of the A.R.C. Study 
Team, contributed his Oughts to the change 
that are now contemplated by the A.R.C. His book 
is a collection of essays on different aspects of federal 
finance. Probing into the very heart of the matter, 
the observations made in tiie book would retain 
their significance in spite of the A.R.C. Report. 

The author believes that it is a very sound pruaiple 
pf representative Govonment that the spending 
aothori^ shonid tibonider the respontitfilitii for raising 
the necessary amount In the context of overall 
eOQstrtdnts, it b necessary to appreciate that the 
autfKvity, may not, be hva position to raise 
amottfll pmiEteBlarly syheft such raising 


of amount is curbed by different factors. Exposure' 
to needs and resourcefulness In many cases do not go 
together. In the Indian context, it is generally a^eed 
that most of the potent sources of finance (such as 
corporate taxation, customs, excise, etc.) are not 
witlun the jurisdiction of the States. As a matter of 
principle, the author’s observation is however, lojpcal. 

He underlines that responsibility should be matched 
by adequate authority and suggests that the layer of 
Government which is in a better position to do a job 
should be authroised to do it and the power to levy 
a tax should lie squarely with the authority in a posi¬ 
tion to utilise it most economicaUy and efflcimitiy. 
He recognises the possibility of overlapping taxation 
powers and suggests that a considerable degree of 
simplification is possible via the machinery of the 
Inter-State Tax Council. He believes that conditional 
grants by the Centre for the purpose of projects of 
national interest presuppose that the Centre is a bettw 
judge of people’s interests even in spheres that fail 
under the States. This presumption, according to 
him, is tenable wilhin only a limited sphere. He 
prefers unconditional ^ants to sponsor projects 
of national concern. The role of grants and the 
consistency of federalism with planning are stressed 
in the light of the objectives of rapid wonomic 
development and its corresponding impact on the 
federal structure itself. 

His point “the burden of the past, where 
everything pertaining to agriculture was ass^ed 
to the States, weighed unduly with the Con¬ 
stitution makers. An integration of the agri¬ 
cultural income-tax is urgently called for and has been 
recently endorsed by the Planning Commission in a 
note submitted to the National Development Coundi. 
However, the arguments put forward in favour of 
intention of agricultural income-tax do not seem 
v^ convincing, About the relative efficiency of the 
Central and State Govertunent taxitiion madiinery 
also, the author’s views seem to favour the central 
machinery, without much reason and unnecessary 
undbrmine the capacity of the states in this respeet^ 




At least ia the context of agriculrtirsl income^at It' 
seems reasonable that the rate of increase in States 
revenoe from this tax has kept apace with the total 
receipt of taxes on income by State! iflcitt(Uc|ig file 
State share under Hnance Cbmnmion awards. 
About the respective rotes of the Finance Commission 
and the Planning Commission, the author'll obaerva^ 
tion that the Finance Commissions have not been able 
to piay their role which has not been defined vis>a* 
vis that of the Planning Commission is well made. 
However, it is not necessary that they should come in 
conflict. 

In spite of disagreements on various issues, this 
small book should be read widely by all those interested 
in the subject. 

P. Mukhopadhyay 


Politics of Indian Economy, Pragmatist, Popular 
Prakashan, Bombay, pp. 126, Rs. IS. 

Whatever Jawaharlal Nphru may or may not have 
been for India, it is certain that even in death he will 
not be left in peace—it is said that with his passing 
away “ crucial period in independent India’s political 
and economic development came to an end." The 
essays included, in this book were written, during this 
period, for the Economic Weekly by an Indian econ¬ 
omist who had the privilege to play an active part in 
planning for India’s development under the leadership 
of Nehru. As the subjects of the essays indicate, the 
focus of attention is whatever may have been the 
immediate issue before the country. The essays 
ranging over the years from a retrospect of the first 


plan as a prelude to 

five before the second General Bectlonii the 
exchange crisis of 1957; a timifiy dimMsiott on 

proved by Nehift pu1dii|;aiUiouaeikiyr|>^ 
de^ to vacate the prime ministersi^ in t958i 

Pragmatist quotes Nehru as saying, 
qf India today, with all their burdens and prOblenMi, 
oiE the frontier of a new world which they are 
helping to biuld. In order to cross this frontier they 
have to possess courage and enterprise, the spirit di 
endurance and capacity for hard work, and the vision 
of the future’’~this is included in Chapter I the 
Third Plan. The author hopes that “it is surfiy not 
too much to ask of those who have been his (Nehru's) 
associates and who claim to be dedicated to tim 
realisation of the ideals he cherished, that they should 
not lack the courage and vision which Pandit Nehru 
had asked of the common people". He goes on to 
say that “the country has had enough of 'conventional 
wisdom’ which is mainly concerned with maintaining 
the prevailing political balance in the country and 
what it needs today is a vision of the future and a readi¬ 
ness to take calculated risks, the capacity for which 
marks out true leaders of men’’—how true. 

The “period of trouble” mentioned in some of 
the Essays, says the author, “was not expected to 
begin immediately after Nehru’s death but a few years 
later. How many years later the author does not say 
but adds the hope that the country may not be found 
wanting, and ends his treatise with the sentence “if 
it takes to heart the lessons of the battle of Asal Uttar 
it shall be well on its way to find the real answer.” 

S. M. Madden 



Locating A New Plant? 

West Bengal 

Invites 

New Industries 


OFFERS 

Finance under State Aid To Industries Act. 

★ Share Participation in Small Scale Industries. 
★ Accommodation in Industrial Estates—Etc. 



and 


★ Easy Communication 
★ Ample Power Supply 
★ Abundant Raw Materials 
★ Largest Consumption Centre 


West Bengal: Home of Jute, 
Tea and Coal 


W.l. a. A P.IU AA 12208/61 
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